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ROCK ENERGY INC

Information Circular Proxy Statement

wngto for the Annual Meeting to be held on May 13 2009

106 PROXIES

Solicitation of Proxies

This information circular proxy statement is furnished in connection with the solicitation of proxies

by or on behalf of our management for use at our annual meeting of the shareholders of Rock to be held on

Wednesday May 13 2009 at 1000 a.m Calgary time at The Metropolitan Conference Centre 333 5th Avenue

S.W Calgary Alberta and at any adjournment thereof Forms of
proxy

must be addressed to and reach our

Corporate Secretary do Alliance Trust Company Suite 450 407 2nd Street S.W Calgary Alberta T2P 2Y3 not

less than 48 hours excluding Saturdays Sundays and holidays before the time for holding the meeting or any

adjournment thereof The board of directors of the Corporation has fixed the record date for the Meeting at the close

of business on March 24 2009 the Record Date Shareholders of record as at the Record Date are entitled to

receive notice of the Meeting and to vote those shares included in the list of shareholders entitled to vote at the

Meeting prepared as at the Record Date unless that shareholder has transferred any shares subsequent to the Record

Date and the transferee shareholder not later than 10 days before the Meeting establishes ownership of the shares

and demands that the transferees name be included on the list of shareholders entitled to vote at the Meeting

The instrument appointing proxy must be in writing and must be executed by you or your attorney

authorized in writing or if you are corporation under your corporate seal or by duly authorized officer or

attorney of the corporation

The persons named in the enclosed form of proxy are our officers As shareholder you have the right

to appoint person who need not be shareholder to represent you at the meeting To exercise this right

you should insert the name of the desired representative in the blank space provided on the form of proxy

and strike out the other names or submit another appropriate proxy

Advice to Beneficial Holders of Common Shares

The information set forth in this section is of significant importance to you ifyou do not hold your common

shares in your own name Only proxies deposited by shareholders whose names appear on our records as the

registered holders of common shares can be recognized and acted upon at the meeting If common shares are listed

in
your

account statement provided by your broker then in almost all cases those common shares will not be

registered in your name on our records Such common shares will likely be registered under the name of your

broker or an agent of that broker In Canada the vast majority of such shares are registered under the name of CDS

Co the registration name for The Canadian Depository for Securities Limited which acts as nominees for many

Canadian brokerage firms Common shares held by your broker or their nominee can only be voted upon your

instructions Without specific instructions your
broker or their nominee is prohibited from voting your shares

Applicable regulatory policy requires your broker to seek voting instructions from you in advance of the

meeting Every broker has its own mailing procedures and provides its own return instructions which you should

carefully follow in order to ensure that your shares are voted at the meeting Often the form of proxy supplied by

your broker is identical to the form of proxy provided to registered shareholders However its purpose is limited to

instructing the registered shareholder how to vote on your behalf The majority of brokers now delegate

responsibility for obtaining instructions from clients to Broadridge Financial Solutions Inc Broadridge who

mails scannable voting instruction form in lieu of the form of proxy You are asked to complete and return the

voting instruction form to them by mail or facsimile Alternately you can call their toll-free telephone number to

vote your shares They then tabulate the results of all instructions received and provide appropriate instructions

respecting the voting of shares to be represented at the meeting If you receive voting instruction form from

Broadridge it cannot be used as proxy to vote shares directly at the meeting as the proxy must be returned to

Broadridge well in advance of the meeting in order to have the shares voted



Revocability of Proxy

You may revoke your proxy at any time prior to vote If you or the person you give your proxy
attends

personally at the meeting you or such person may revoke the proxy and vote in person
In addition to revocation in

any other manner permitted by law proxy may be revoked by an instrument in writing executed by you or your

attorney authorized in writing or if you are corporation under your corporate seal or by duly authorized officer

or attorney of the corporation To be effective the instrument in writing must be deposited either at our head office

at any time up to and including the last business day before the day of the meeting or any adjournment thereof at

which the proxy
is to be used or with the chairman of the meeting on the day of the meeting or any adjournment

thereof

Persons Making the Solicitation

This solicitation is made on behalf of our management We will bear the costs incurred in the preparation

and mailing of the form of proxy notice of annual meeting and this information circular proxy
statement In

addition to mailing forms of proxy proxies may be solicited by personal interviews or by other means of

communication by our directors officers and employees who will not be remunerated therefore

Exercise of Discretion by Proxy

The common shares represented by proxy
in favour of management nominees will be voted on any poll at

the meeting Where you specify choice with respect to any matter to be acted upon the shares will be voted on any

poll in accordance with the specification so made If you do not provide instructions your shares will be voted in

favour of the matters to be acted upon as set out herein The persons appointed under the form of proxy which

we have furnished are conferred with discretionary authority with respect to amendments or variations of those

matters specified in the form of proxy and notice of annual meeting and with respect to any other matters which may

properly be brought before the meeting or any adjournment thereof At the time of printing this information circular

proxy statement we know of no such amendment variation or other matter

VOTING SHARES AND PRINCIPAL HOLDERS THEREOF

We are authorized to issue an unlimited number of common shares without nominal or par value which

may be issued for such consideration as may be determined by resolution of the board of directors As at March 12

2009 there were 25899843 common shares issued and outstanding As holder of common shares you are entitled

to one vote for each share you own

We are also authorized to issue 300000 preference shares without nominal or par value which may be

issued for such consideration as may be determined by resolution of the board of directors As at March 12 2009

there were no preference shares issued and outstanding

To the knowledge of our directors and officers as at March 12 2009 no person or company beneficially

owned or controlled or directed directly or indirectly more than 10% of our common shares other than ARC

Equity Management Fund Ltd as the general partner of ARC Energy Fund Canadian Limited Partnership

ARC Energy Fund United States Limited Partnership and ARC Energy Fund International Limited Partnership

collectively ARC Energy Fund which holds 4185523 common shares or approximately 16.2% of the issued

and outstanding common shares ARC Energy Fund together with ARC Energy Venture Fund and ARC Energy

Venture Fund exercise control or direction over an aggregate of 6829234 common shares representing

approximately 26.4% of the outstanding common shares and other than Mackenzie Financial Corporation which at

January 31 2009 held on behalf of one or more of its mutual fund and private client managed accounts 2605377

common shares representing 10.1% of the outstanding common shares



MATTERS TO BE ACTED UPON AT THE MEETING

Election of Directors

At the meeting the shareholders will be asked to fix the number of directors to be elected at the meeting at

members and to elect directors

Management is soliciting proxies in the accompanying form of proxy for an ordinary resolution in favour

of fixing the board of directors at members and in favour of the election as directors of the nominees set forth

below

Malcolm T.D Adams

Allen Bey

Stuart Clark

Peter Malowany

James Wilson

If for any reason any
of the proposed nominees does not stand for election or is unable to serve as such the

management designees if named in this proxy reserve the right to vote for any other nominee in their sole

discretion unless you have specified in your proxy
that your shares are to be withheld from voting on the election of

directors

The term of office of each above nominee as director will be from the date of the meeting at which he is

elected until the next annual meeting or until his successor is elected or appointed

The names and provinces and countries of residence of all of the persons nominated for election as

directors the number of common shares beneficially owned or controlled or directed directly or indirectly by each

of them the dates on which they became directors and their present principal occupations businesses or

employment as of March 12 2009 is set forth below The information as to voting securities beneficially owned

directly or indirectly is based upon information furnished to us by the nominees

Number of common shares

beneficially owned directly or

indirectly or over which

Name and province and Principal occupation business or control or direction is

country of residence employment Director since exercised

Malcolm T.D Adams3X4 Vice President of ARC Financial September 28 2007 Nil

Calgary AB Corporation private equity fimi since

Canada October 2001

Allen Beyt4 President and Chief Executive Officer October 2003 17209126

Calgary AB

Canada

Stuart Clark2X3 Independent Businessman January 2004 300392

Calgary AB
Canada

Peter Malowany2X4 President of Morgas Ltd private oil and January 2004 26120

Calgary AB gas company

Canada

James Wilson2X3 Vice President Finance and Chief October 28 2004 16500

Calgary AB Financial Officer of Grizzly Resources Ltd

Canada private oil and gas company

Notes

Chairman of the Board

Member of the Audit Committee

Member of the Compensation Nomination and Governance Committee

Member of the Reserves Committee



Excludes common shares held by associates of the individual except as otherwise noted

Includes 1594667 common shares held by family trust of which Mr Bey is trustee

We do not have an executive committee of the Board of Directors

As at March 12 2009 our directors and officers as group beneficially owned directly or indirectly or

exercised control over 2343639 common shares or approximately 9.0% of the issued and outstanding common

shares

Corporate Cease Trade Orders Bankruptcies Penalties or Sanctions

To our knowledge no proposed director is or has been in the last 10 years director chief executive

officer or chief financial officer of an issuer including the Corporation that while that person was acting in that

capacity was the subject of cease trade order or similar order or an order that denied the issuer access to any

exemptions under securities legislation for period of more than 30 consecutive days was subject to an event

that occurred while that person was acting in the capacity of director chief executive officer or chief financial

officer which resulted after that person
ceased to be director chief executive officer or chief financial officer in

the issuer being the subject of cease trade or similar order or an order that denied the issuer access to any

exemption under securities legislation for period of more than 30 consecutive days or while that person was

acting in the capacity or within year of that person ceasing to act in that capacity became bankrupt made

proposal under any legislation relating to bankruptcy or insolvency or was subject to or instituted any proceedings

arrangement or compromise with creditors or had receiver receiver manager or trustee appointed to hold its assets

ii has within the last 10 years become bankrupt made proposal under any legislation relating to bankruptcy or

insolvency or become subject to or instituted any proceedings arrangements or compromises with creditors or had

receiver receiver manager or trustee appointed to hold his assets or iii has been subject to any penalties or

sanctions imposed by court relating to securities legislation or by securities regulatory authority or has entered

into settlement agreement with securities regulatory authority or any other penalties or sanctions imposed by

court or regulatory body that would likely be considered important to reasonable securityholder in deciding

whether to vote for proposed director

Appointment of Auditors

Management is soliciting proxies in the accompanying form of proxy in favour of the appointment of the

firm of KPMG LLP Chartered Accountants as our auditors to hold office until the next annual meeting of the

shareholders and to authorize the directors to fix their remuneration as such KPMG LLP were first appointed as our

auditors on January 2004

STATEMENT OF EXECUTIVE COMPENSATION

Role and Composition of the Compensation Nomination and Governance Committee

The Corporations executive compensation program is administered by the Compensation Nomination and

Governance Committee of the Board of Directors The Compensation Nomination and Governance Committees

mandate includes reviewing and making recommendations to the Board in respect of compensation matters relating

to our executive officers employees and directors including the Named Executive Officers which are identified in

the Summary Compensation Table below The duties and responsibilities of the Compensation Nomination and

Governance Committee are further described in this Information Circular under the heading Corporate Governance

Disclosure Compensation The Compensation Nomination and Governance Committee is comprised of

Messrs Malcolm Adams Chair Stuart Clark and James Wilson All these directors are independent

for the purposes of National Instrument 58-201-Corporate Governance Guidelines

Compensation Discussion and Analysis

Executive Compensation Principles

Our compensation policies are founded on the principal that executive and employee compensation should

be consistent with shareholders interests and therefore the compensation strategy is significantly weighted towards



stock ownership compensation strategy The objectives of the program are to attract and retain high quality

management and employee team and to motivate performance by tying significant portion of the compensation to

enhancement in share value and to encourage all employees to become significant shareholders Any director who
is also an executive officer is excused from the compensation committee and directorst meetings during any

discussion of his compensation We do not have pension plan or other form of formal retirement compensation
Our compensation pian consists of the following items

base salary

bonuses

long-term options

Our compensation plan is generally administered and changes become effective for April of each year

This date has been chosen as it is subsequent to the date when our and most of our peer year-end information is

available We participate in third party industry survey to provide us information regarding overall compensation

including salary and bonus levels and their stratification and generally consider companies producing 5000 barrels

of oil equivalent per day boe/d or less as peer companies These companies compete with the Corporation for

executive talent operate in similar business environment and generally are of similar size scope and complexity

The bonus component and to certain extent long term option grants after the initial employee grant are the most at

risk elements of our compensation plan The compensation of all our employees including Named Executive

Officers see Summary Compensation Table for definition of Named Executive Officers is consistent with

the above policies

The Chief Executive Officer CEO is responsible for making recommendations to the Compensation
Nomination and Governance Committee with respect to compensation for the executive officers of the Corporation

other than the Chief Executive Officer In making such recommendations the Chief Executive Officer reviews the

compensation data compiled from the industry survey corporate performance as well as individual executive officer

performance In assessing corporate performance the Corporation does not set specific objectives and targets

rather the Compensation Nomination and Governance Committee uses its experience and judgment while also

giving consideration to without limitation the Corporations performance relative to its goals and objectives as

compared to the performance of its peers ii year-over-year growth in production reserves cash flow and net asset

value on absolute and per share basis and iii capital operating and GA cost efficiencies In assessing individual

executive officer performance consideration is given to factors such as level of responsibility experience and

expertise as well as more subjective factors such as leadership and performance in such executive officers specific

role with the Corporation

Upon the receipt of the recommendations from the Chief Executive Officer the Compensation Nomination

and Governance Committee reviews the evaluation as well as the compensation data from the industry survey and

determines whether to accept the recommendation or make any changes Consultation between the Chief Executive

Officer and the Chairman of the Compensation Nomination and Governance Committee is customary during this

process Recommendations for executive compensation are then made by the Compensation Nomination and

Governance Committee to the full board of directors for approval

Each element of the Corporations executive compensation program is described in more detail below

Base Salaries

The base salary component is intended to provide fixed level of competitive pay that reflects each

executive officers primary duties and responsibilities It also provides foundation upon which performance-based

incentive compensation elements are assessed and established The Corporations Compensation Nomination and

Governance Committee recognizes that the size of the Corporation may prohibit base salary compensation for

executive officers from matching those of larger companies in the oil and gas industry and accordingly that

performance-based compensation elements are an important element which may be used to compensate for lower

based salaries This compensation strategy is similar to the strategies of many other companies in the Corporations

peer group



Our policy is that salaries for our Named Executive Officers shall be at the median level among industry

peer companies of similar size Our policy is that salaries for our other employees shall be competitive within our

industry and generally at the 3rd quartile salary level among industry peer companies of similar size

Bonuses

bonus pool is determined annually The size of the bonus pool is based on the recommendation of the

Compensation Nomination and Governance Committee In determining the bonus pool size the Compensation

Nomination and Governance Committee considers

success in achieving company objectives

performance relative to benchmarks and peers including but not limited to

cost efficiencies for

capital spending based on finding and development costs reserve replacement and

recycle ratio

operating and transportation costs and

GA costs

corporate growth based on reserves production cash flow and net asset value per share growth

and

profitability based on net income and cash flow

common share price performance

progress
in implementing the business strategy and

competitive issues pertaining to attracting quality personnel

None of the elements above carry specific weighting however all elements are considered collectively in

relation to the Corporations performance and overall industry conditions in order to determine the size of bonus

pool

All full time employees are eligible to receive bonus The objective of the bonus is to reward an

employee based on the success of the Corporation over the past financial year and their contribution toward it The

bonus pool is split into two components one for the Named Executive Officers and one for the remaining

employees The Compensation Nomination and Governance Committee will recommend for approval the bonus

payable for each Named Executive Officer after considering the recommendation of the Chief Executive Officer

Once the bonus pool has been approved the named executive officers collectively will determine the bonus payable

to each individual employee

The amount of the bonus paid is not set in relation to any formula or specific criteria but is the result of

subjective determination of the Corporations and the individuals performance The Compensation Nomination and

Governance Committee has not established strict predetermined quantitative performance criteria linked to the

payment of bonuses

Establishment and payment of bonuses is subject to approval of the board of directors and the board of

directors has the right to amend or suspend the bonus plan at its discretion

Long-Term Stock Options

Stock options are granted under our stock option plan to our directors officers and employees upon their

commencement of service The initial option grant to an individual is determined based on their position and

seniority with the Corporation An annual grant may be made to eligible individuals based on individual

performance and our performance during the most recently completed financial year in relation to performance

expected Additional grants are made periodically to recognize the exemplary performance of or the special

contribution by eligible individuals Stock options are granted by our board on the recommendation of the Chief

Executive Officer in the case of employees and on the recommendation of the Compensation Nomination and

Governance Committee in the case of the Named Executive Officers



The stock option plan is designed to motivate all employees to focus on the long-term interests of Rock and

its shareholders Options may be exercised at the market price in effect on the date of grant and the realizable value

of the option grants is entirely dependent on the appreciation in the market price of the common shares The options

generally vest in one-third tranches beginning on the first anniversary of the grant date and usually expire one year

after the vesting date or in the case of annual grants may vest in two years and expire one year after vesting

Total option grants are presently limited to the number of shares permitted under the rules of the Toronto

Stock Exchange Stock option grants are determined by factors including the number of eligible individuals

currently under the option plan and our future hiring plans subject to limits under the rules of the Toronto Stock

Exchange The section Incentive Plan Awards Stock Option Plan contains more detailed information regarding

the mechanics of our stock option plan

Summary

The Corporations compensation policies have allowed the Corporation to attract and retain team of

motivated professionals and support staff working towards the common goal of enhancing shareholder value The

Compensation Nomination and Governance Committee and the Board will continue to review compensation

policies to ensure that they are competitive within the oil and natural
gas industry and consistent with the

performance of the Corporation

Performance Graph

The following graph illustrates our five year cumulative shareholder return as measured by the closing

price of our or our predecessors common shares at the end of each financial year assuming an initial investment

of $100 on December 31 2003 compared to the SPITSX Composite Index and the SP TSX Capped Energy

Index assuming the reinvestment of dividends where applicable

2003/12 2004/12 2005/12 2006/12 2007/12 2008/12

4--Rock 4IjSP/TSX Composite Index SPfTSX Capped Energy Index

2003/12 2004/12 2005/12 2006/12 2007/12 2008/12

Rock1X2 100 33.4 47.6 27.6 23.0 9.1

SP/TSX Composite Index3 100 114 142 167 183 123

SP/TSX Capped Energy Index3 100 130 211 220 244 157

Notes

After giving effect to the 130 consolidation which occurred effective February 18 2004

On January 2004 Rock became an oil and gas company
Total Return Index

Compensation for the Named Executive Officers is not consistent with the total return on investment

chartered for the Corporation for two reasons First consistent with our compensation policy base salary

compensation has risen with the size of the Corporation to be reflective with our peers Second we believe the



starting point of the performance graph reflects unrealistically high value for the Corporation due to restricted

trading

The change in executive compensation has been driven by two factors the size of the corporation and

overall corporate performance From the starting point to the ending point of the performance graph Named

Executive Officers cash compensation has risen from $400000 annualized for 2003 to $745000 in 2008 Bonus

compensation was only paid in two of the
years

in the performance period Over the same time frame Rocks

production base has grown from 185 boe/d 38 boe/d per million basic shares outstanding to approximately 4000

boe/d 154 boe/d per million basic shares outstanding and proved plus probable reserves have grown from 0.68

million barrels of oil equivalent boe 139 boe per millionbasic shares outstanding to 10.2 million boes 392 boe

per million basic shares outstanding

Rocks share performance relative to the index has been influenced by the high starting point due to share

liquidity issues At the starting point for the performance graph Rock was in the middle of transforming the

Corporation from technology internet services company to an oil and gas company new equity financing and

management team had been announced but the financing did not close and the majority of the management were not

put in place until January 2004 As result limited number of shares were eligible for trading in December

2003 As point of reference the share price of the equity financing had an equivalent index value of 32.3 at

December 31 2003 Factoring normalized starting point Rocks share performance follows the indices closer

particularly through 2005 however it still lags over the time frame Rock experienced lower level of growth in 2006

corporate disposition program was undertaken to rationalize properties acquired the previous year and 2007 the

majority of projects drilled did not come onto production until 2008 In 2008 Rock demonstrated strong growth

however the deterioration in commodity prices in the last quarter of 2008 negatively affected our stock price

Summary Compensation Table

The following table sets forth for the year ended December 31 2008 information concerning the

compensation paid to our Chief Executive Officer CEO and Chief Financial Officer CFOand the three most

highly compensated executive officers or the three most highly compensated individuals acting in similar

capacity other than the CEO and CFO at the end of the year ended December 31 2008 whose total compensation

was more than $150000 each Named Executive Officer or NEO and collectively the Named Executive

Officers or NEOs

Non-equity incentive

plan compensation

Share- Option- Long-

based based Annual term Pension Total

Name and principal Salary awards awards incentive incentive value All other compensation

position Year
plans plans compensation

AllenJ.Bey 2008 190000 97249 287249

President Chief

Executive Officer and

Director

PeterD Scott 2008 185000 69169 254169

Vice President

Finance and Chief

Financial Officer

Jeffrey Campbell 2008 195000 70200 265200

Vice President

Operations and Chief

Operating Officer

Arezkiloughlissen 2008 175000 35100 210100

Vice President

Exploration

Notes

Based on the grant date fair value of stock options granted under our stock option plan The fair value of the stock

option grants have been detemsined using the same methodology and values used in determining the stock option value

for the Corporations fmancial statements as we believe it represents the best estimate of fair value of the options at the

time of the grant Specifically Black-Scholes option pricing model was used with the following assumptions



determined on the date of grant risk free inteist rate of 5.25% expected average life of three years expected volatility

of 65% and expected dividend yield of 0%
The value of perquisites received by each of the Named Executive Officers including property or other personal

benefits provided to the Named Executive Officers that are not generally available to all employees were not in the

aggregate greater than $50000 or 10% of the Named Executive Officers total salaiy for the financial year

Incentive Plan Awards

Stock Option Plan

The Corporation has share option plan the Option Plan which permits the granting of options

Options to officers directors employees and consultants to the Corporation and its subsidiaries The Option

Plan was last amended by the shareholders at meeting held May 14 2008 and at such meeting the shareholders

approved the grant of unallocated stock options under the Option Plan

As at March 12 2009 the Corporation had outstanding options to purchase 1688871 common shares

representing 6.5% of the outstanding common shares and options to purchase 901113 common shares

representing 3.5% of the outstanding common shares are available for future grants

The maximum number of common shares issuable pursuant to the Option Plan is rolling maximum

equal to 10% of the outstanding common shares Any increase in the issued and outstanding common shares results

in an increase in the available number of common shares issuable under the Option Plan and any exercises of

options will make new grants available under the Option Plan

Options granted pursuant to the Option Plan have term not exceeding 10 years and vest in such manner as

determined by the board of directors of the Corporation Options granted under the Option Plan are non assignable

The exercise price of Options granted is determined by the Board of Directors of the Corporation at the time of grant

and may not be less than the current market price being the volume weighted average trading price of the common
shares for the five trading days immediately prior to the date of grant

If the normal expiry date of any stock options falls within
any Black-Out Period as defined below or

within 10 busines days following the end of any Black-Out Period Restricted Options then the expiry date of

such Restricted Options shall without any further action be extended to the date that is 10 business days following

the end of such Black-Out Period This extension is not considered to be an extension of the term of the stock

options which would otherwise require the approval of shareholders pursuant to the Option Plan Black-Out

Period is defined as the period where pursuant to our policies any of our securities may not be traded by certain

designated persons including any holder of stock option

The number of common shares issuable pursuant to the Option Plan to any one person shall not exceed 5%
of the outstanding common shares In addition the number of common shares issuable to all insiders and their

associates at any
time under the Option Plan and all other share compensation arrangements shall not exceed 10% of

the outstanding common shares the number of common shares issued within one year pursuant to the Option Plan

and all other share compensation arrangements of the Corporation to insiders shall not exceed 10% of the

outstanding common shares and the number of common shares issuable within one year pursuant to the Option Plan

and all other share compensation arrangements of the Corporation to any one insider and such insiders associates

shall not exceed 5% of the outstanding common shares

Options terminate on the earlier of 60 days after an optionholder ceases to be at least one of an employee

director officer or consultant of the Corporation or subsidiary of the Corporation and their expiry date except in

the event of death or disability in which case they expire on the earlier of 180 days thereafter and their expiry date

When exercising stock option the optionee has the right to request the Corporation to pay an in the

money amount to him or her and the option will be terminated the Put Right The in the money amount is

calculated by subtracting the exercise price of an option from the weighted average trading price of the common

shares for the days prior to the date of receipt of notice of the election to exercise the right The board of directors

of the Corporation has the ability to determine not to accept the notice and require the individual to exercise the
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option instead The optionee exercising the Put Right also has the right to subscribe for common shares issued on

flow-through basis at the same market price used to determine the in the money amount of such common shares

with the proceeds of the exercise of the Put Right The right to purchase shares is subject to the Board of Directors

having approved the issuance of flow-through shares for the year in question

If the Board of Directors so determines all unvested options held by an optionee will vest and become

vested options preceding an event which would result in Change of Control as hereinafter defined and the

optionee will have the right for such period as the directors may specifr to exercise all of his or her unexercised

options Options not exercised within such period will terminate For the purposes of the Option Plan Change of

Control of the Corporation includes the purchase or acquisition of common shares or convertible securities by

person which results in the person beneficially owning or exercising control or direction over common shares or

convertible securities such that assuming only the conversion of convertible securities beneficially owned or over

which control or direction is exercised by the person the person would beneficially own or exercise control or

direction over common shares carrying the right to cast more than 50% of the votes attaching to all common shares

or approval by the shareholders of the Corporation of an amalgamation arrangement merger or other

consolidation or combination of the Corporation with another corporation pursuant to which the shareholders of the

Corporation immediately thereafter do not own shares of the successor or continuing cooperation which would

entitle them to cast more than 50% of the votes attaching to all shares in the capital of the successor or continuing

corporation which may be cast to elect directors of that corporation iithe liquidation dissolution or winding up of

the Corporation or iiithe sale lease or other disposition of all or substantially all of the assets of the Corporation

The Board of Directors may subject to the prior approval of any stock exchange or other regulatory body

having jurisdiction amend or discontinue the Option Plan or any options at any time without shareholder approval

provided that no such amendment may be made without shareholder approval to increase the maximum number of

common shares that may be granted under the Option Plan in the aggregate or to any person or group of persons

change the manner of determining the current market price extend the period during which options may be

exercised or without the consent of the participant alter or impair any option previously granted to participant

under the Option Plan Notwithstanding the foregoing the amendment of options which have been granted pursuant

to the Option Plan require only the prior approval of the Board of Directors and do not require shareholder approval

provided however that amendments to options which have been granted pursuant to the Option Plan which are held

by insiders and which entail reduction in the exercise price or an extension of the term of such options will require

disinterested shareholder approval

Section 13a of the Toronto Stock Exchange Company Manual provides that every three years after

the institution of security based compensation arrangement all unallocated rights options or other entitlements

under such arrangement which does not have fixed maximum number of securities issuable must be approved by

majority of the issuers directors and by the issuers security holders The Corporations Option Plan is considered to

be security based compensation arrangement and as the maximum number of common shares issuable pursuant to

the Option Plan is not fixed number and instead is equal to 10% of the outstanding common shares the

Corporation will not be required to seek approval of the grant of unallocated stock options under the Option Plan

until May 14 2011

Outstanding Sha re-Based wards and Option -based wards

The following table sets forth for each Named Executive Officer all option-based awards and share-based

awards outstanding at the end of the year ended December 31 2008
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____________
Option-based Awards Share-based Awards

Number of Market or

Number of shares or payout value

securities Value of units of of share-

underlying unexercised shares that based awards

unexercised Option Option in-the-money have not that have not

options exercise price expiration options vested vested

Name date

Allen Bey 15000 5.04 Aug 22 2009

8333 4.21 Mar27 2009

8333 4.21 Mar27 2010

26578 3.15 Aug 22 2009

41578 3.32 Sept 2010

27000 2.51 Dec 31 2009

27000 2.51 Dec3l2010

27000 2.51 Dec3l2011

23089 3.02 Mar 24 2010

23089 3.02 Mar 24 2011

23088 3.02 Mar 24 2012

Peter Scott 15000 5.04 Aug 22 2009

8333 4.21 Mar 27 2009

8333 4.21 Mar 27 2010

10000 3.15 Aug22 2009

41578 3.32 Sept62010

27000 2.51 Dec 31 2009

27000 2.51 Dec3l2010

27000 2.51 Dec3l2011

16422 3.02 Mar 24 2010

16422 3.02 Mar 24 2011

16422 302 Mar24 2012

Jeffrey Campbell 50000 2.43 Nov 2009

50000 2.43 Nov 12010

50000 2.43 Nov 2011

16667 2.51 Dec 31 2009

16667 2.51 Dec 31 2010

16666 2.51 Dec3l2011

16667 3.02 Mar24 2010

16667 3.02 Mar 24 2011

16666 3.02 Mar 24 2012

Arezki Ioughlissen 9000 5.04 Aug 22 2009

4333 5.03 Sept 19 2009

11666 3.15 Aug 22 2010

33000 3.32 Sept62010

3000 3.32 Sept 2011

8334 2.43 Nov 2009

8333 2.43 Nov 2010

8333 2.43 Nov 2011

16667 2.51 Dec3l2009

16667 2.51 Dec 31 2010

16666 2.51 Dec3l2011

8334 3.02 Mar24 2010

8333 3.02 Mar 24 2011

8333 3.02 Mar 24 2012

Note

Calculated based on the difference between the market price of the common shares at December 31 2008 of $0.96 and

the exercise price of the options
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Incentive Plan wards Value Vested orEarned During the Year

The following table sets forth for each Named Executive Officer the value of option-based awards and

share-based awards which vested during the year ended December 31 2008 and the value of non-equity incentive

plan compensation earned during the year ended December 31 2008

Option-based awards Non-equity incentive plan

Value vested during the Share-based awards Value compensation Value

year vested during the year
earned during the year

Name

Allen Bey 33223

Peter Scott 33223

Jeffiey Campbell

Arezki Ioughlissen 37908

Note

Calculated based on the difference between the market price of the common shares on the vesting date and the exercise

price of the options on the vesting date

Termination and Change of Control Benefits

Currently there are no employment agreements or change in control agreements in place between us and

any of our Named Executive Officers

If the Board of Directors determines change of control has taken place then all unvested options would

vest see section Incentive Plan Awards Stock Option Plan for further details At December 31 2008 if

change of control event had occurred no additional benefit would have resulted to the Named Executive Officers

Director Compensation

We have established policy for the compensation of directors other than directors who are also officers

of Rock whereby each outside director is entitled to receive an annual cash retainer of $8000 plus $1000 per

diem per meeting and options under our stock option plan In addition the Chairman of the Board receives an

additional $4000 cash retainer and the chair of each Committee receives an additional $2000 annual cash retainer

Directors are reimbursed for their out-of-pocket expenses
incurred in carrying out their duties as directors

Directors Summary Compensation Table

The following table sets forth for the year ended December 31 2008 information concerning the

compensation paid to our directors other than directors who are also Named Executive Officers

Share- Option- Non-equity

based based incentive plan Pension All other

Fees earned awards awards compensation value compensation Total

Name
Stuart Clark 24000 24000

Peter Malowany 20000 20000

Malcolm Adams 19000
19000

James Wilson 22000 22000
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Directors Outstanding Option-Based wards and Share-Based wards

The following table sets forth for each of our directors other than directors who are also Named Executive

Officers all option-based awards and share-based awards outstanding at the end of the year
ended December 31

2008

Option-based Awards Share-based Awards

Number of Market or

Number of
shares or payout value

securities
Value of units of of share-

underlying
unexercised shares that based awards

unexercised Option Option in-the-money have not that have not

options
exercise price expiration optionØ1 vested vested

Name date

Stuart Clark 8000 5.04 Aug 22 2009

3987 3.15 Aug222009

11987 3.32 Sept 2010

5000 2.51 Dec 31 2009

5000 2.51 Dec3l2010

5000 2.51 Dec 31 2011

Peter Malowany 8000 5.04 Aug 22 2009

3987 3.15 Aug 22 2009

11987 3.32 Sept620l0

5000 2.51 Dec 31 2009

5000 2.51 Dec 31 2010

5000 2.51 Dec3l2011

Malcolm Adams 12000 3.41 Sept 28 2009

12000 3.41 Sept28 2010

12000 3.41 Sept 28 2011

5000 2.51 Dec 31 2009

5000 2.51 Dec 31 2010

5000 2.51 Dec 31 2011

James Wilson 7000 5.04 Aug 22 2009

5000 3.15 Aug 22 2009

12000 3.32 Sept 2010

5000 2.51 Dec 31 2009

5000 2.51 Dec3l2010

5000 2.51 Dec 31 2011

Note

Calculated based on the difference between the market price of the common shares at December31 2008 of $0.96 and

the exercise price of the options

Directors Incentive Plan wards Value Vested or Earned During the Year

The following table sets forth for each of our directors other than directors who are also Named Executive

Officers the value of option-based awards and share-based awards which vested during the year
ended

December 31 2008 and the value of non-equity incentive plan compensation
earned during the year ended

December 31 2008
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Option-based awards Non-equity incentive plan

Value vested during the Share-based awards Value compensation Value

year1 vested during the year earned during the year

Name

Stuart Clark 4984

Peter Malowany 4984

Malcolm Adams

James Wilson 6250

Note

Calculated based on the difference between the market price of the underlying common shares on the vesting date and

the exercise price of the options on the vesting date

SECURITIES AUTHORIZED FOR ISSUANCE UNDER EQUITY COMPENSATION PLANS

The following sets forth information in respect of securities authorized for issuance under our equity

compensation plans as at December 31 2008

Number of securities remaining

Number of securities to Weighted average
available for future issuance under

be issued upon exercise exercise price of equity compensation plans

of outstanding options outstanding options excluding securities reflected in

warrants and rights warrants and rights column

Plan Category

Equity compensation plans 1744204 3.09 845780

approved by

securityholders1

Equity compensation plans

not approved by

securityholders

Total 1744204 3.09 845780

Note

The Corporations stock option plan currently provides for the grant of maximum number of Common Shares equal to

10% of the outstanding common shares

CORPORATE GOVERNANCE DISCLOSURE

National Instrument 58-101 entitled Disclosure of Corporate Governance Practices NI 58-101

requires that if management of an issuer solicits proxies from its securityholders for the purpose
of electing directors

that certain prescribed disclosure respecting corporate governance matters be included in its management

information circular The TSX also requires listed companies to provide on an annual basis the corporate

governance disclosure which is prescribed by NI 58-101

The prescribed corporate governance disclosure for the Corporation is that contained in Form 58-1O1F1

which is attached to NI 58-101 Form 58-1O1F1 Disclosure

Set out below is description of the Corporations current corporate governance practices relative to the

Form 58-1O1F1 Disclosure which is set out below in italics
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Board of Directors

Disclose the identity of directors who are independent

The Board of Directors of the Corporation has determined that the following four directors of

the Corporation are independent

Malcolm T.D Adams

Stuart Clark

Peter Malowany

James Wilson

Disclose the identity of directors who are not independent and describe the basis for that

determination

The Board of Directors of the Corporation has determined that the following director of the

Corporation is not independent

Allen Bey

Allen Bey is not considered to be independent as Mr Bey is the President and Chief Executive

Officer of the Corporation

Disclose whether or not majority of directors are independent If majority of directors are not

independent describe what the board of dfrectors the Board of Directors or Board or

board does to facilitate its exercise of independent judgement in carrying out its

responsibilities

The Board of Directors of the Corporation has determined that majority of the directors are

independent

If director is presently director of any other issuer that is reporting issuer or the equivalent

in jurisdiction or aforeign jurisdiction identj.5i
both the director and the other issuer

The following directors are presently directors of other issuers that are reporting issuers or the

equivalent

Name of Director Name of Other Issuer

Allen Bey None

Malcolm T.D Adams None

Stuart Clark Storm Exploration Inc

Peter Malowany None

James Wilson Ironhorse Oil Gas Inc

Madalena Ventures Inc

Disclose whether or not the independent directors hold regularly scheduled meetings at which

non-independent directors and members of management are not in attendance If the independent

directors hold such meetings disclose the number of meetings held since the beginning of the

issuers most recently completed financial year If the independent directors do not hold such
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meetings describe what the board does to facilitate open
and candid discussion among its

independent directors

In accordance with the mandate of each of the Board of Directors as well as the mandate of each

of the Audit Committee the Compensation Nomination and Governance Committee and the

Reserve Committee collectively the Committees at the end of or during each meeting of the

Board of Directors or committee as applicable the members of management of the Corporation

who are present as such meeting leave the meeting in order that the independent directors can

discuss any necessary matters without management being present Fourteen meetings of the

independent directors including meetings of the Board of Directors and of the Committees have

been held since January 2008

Disclose whether or not the chair of the board is an independent director If the board has chair

or lead director who is an independent director disclose the identity of the independent chair or

lead director and describe his or her role and responsibilities If the board has neither chair

that is independent nor lead director that is independent describe what the board does to

provide leadership for its independent directors

The Board of Directors of the Corporation has determined that Stuart Clark the Chairman of

the Board of Directors is independent The Chairman presides at all meetings of the Board and

unless otherwise determined at all meetings of shareholders and enforces the rules of order in

connection with such meetings The Chairman is to provide overall leadership to the Board

without limiting the principle of collective responsibility and the ability of the Board to function as

unit The Chairman is to endeavour to fulfill his Board responsibilities in manner that will

ensure that the Board is able to function independently of management and is to consider and

allow for when appropriate meeting of independent directors so that Board meetings can take

place without management being present The Chairman is also to endeavour to ensure that

reasonable procedures are in place to allow directors to engage outside advisors at the expense of

the Corporation in appropriate circumstances

Disclose the attendance record of each director for all board meetings held since the beginning of

the issuers most recently completed financial year

The attendance record of each of the directors of the Corporation in respect of board meetings and

committee meetings held in the year ended December 31 2008 is as follows

Name of Director Attendance Record

Allen Bey Board out of meetings

Reserves Committee out of meetings

Malcolm T.D Adams Board out of meetings

Compensation Nomination and Governance Committee out of

meetings

Reserves Committee out of meetings

Stuart Clark Board out of meetings

Audit Committee out of meetings

Compensation Nomination and Governance Committee out of

meetings

Peter Malowany Board out of meetings

Audit Committee out of meetings

Reserves Committee out of meetings
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Name of Director Attendance Record

James Wilson Board out of meetings

Audit Committee out of meetings

Compensation Nomination and Governance Committee out of

meetings

Board Mandate

Disclose the text of the boards written mandate If the board does not have written mandate describe

how the board delineates its role and responsibilities

The mandate of the Board of Directors is attached as Schedule hereto

Position Descriptions

Disclose whether or not the board has developed written position descriptions for the chair and

the chair of each board committee If the board has not developed written position descriptions

for the chair and/or the chair of each board committee briefly describe how the board delineates

the role and responsibilities of each such position

The Board of Directors has developed written position descriptions for the Chairman of the Board

of Directors as well as the Chairman of each of the Audit Committee the Compensation

Nomination and Governance Committee and the Reserves Committee

Disclose whether or not the board and CEO have developed written position description for the

CEO If the board and the CEO have not developed such position description briefly describe

how the board delineates the role and responsibilities of the CEO

The Board of Directors of the Corporation with input from the Chief Executive Officer of the

Corporation has developed written position description for the Chief Executive Officer

Orientation and Continuing Education

Briefly describe what measures the board takes to orient new directors regarding

the role of the board its committees and its directors and

ii the nature and operation of the issuers business

The Compensation Nomination and Governance Committee is responsible if determined

appropriate to develop for approval by the Board and periodically review orientation and

education programs for new directors While the Corporation does not currently have

formal orientation and education program
for new recruits to the Board the Corporation

has historically provided such orientation and education on an informal basis As new

directors have joined the Board management has provided these individuals with

corporate policies historical information about the Corporation as well as information on

the Corporations performance and its strategic plan with an outline of the general duties

and responsibilities entailed in carrying out their duties The Board believes that these

procedures have proved to be practical and effective approach in light of the

Corporations particular circumstances including the size of the Corporation limited

turnover of the directors and the experience and expertise of the members of the Board
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Briefly describe what measures any the board takes to provide continuing education for its

directors If the board does not provide continuing education describe how the board ensures

that its directors maintain the skill and knowledge necessary to meet their obligations as directors

No formal continuing education program currently exits for the directors of the Corporation The

Board believes that no formal education program is currently required as result of the knowledge

and experience of the Board members and as the Corporations legal counsel and auditors provide

the Board and applicable Committees with updates of new developments regarding corporate

governance
and regulatory requirements as they arise

Ethical Business Conduct

Disclose whether or not the board has adopted written code for the directors officers and

employees If the board has adopted written code

disclose how person or company may obtain copy of the code

The Board of Directors has adopted code of ethics applicable to all members of the

Corporation including directors officers and employees Each director officer and

employee of the Corporation has been provided with copy of the code of ethics In

addition copy of the code of ethics has been filed on SEDAR at www.sedar.com

ii describe how the board monitors compliance with its code or the board does not

monitor compliance explain whether and how the board satisfies itself regarding

compliance with its code and

The Board of Directors monitors compliance with the code of ethics by requiring each of

the senior officers of the Corporation to affirm in writing on an annual basis his or her

agreement to abide by the code of ethics as to his or her ethical conduct and in respect of

any conflicts of interest

iii provide cross-reference to any material change report filed since the beginning of the

issuers most recently completed financial year that pertains to any conduct of director

or executive officer that constitutes departure from the code

There have been no material change reports filed since the beginning of the year ended

December 31 2008 that pertain to any conduct of director or executive officer that

constitutes departure from the Corporations code of ethics

Describe any steps the board takes to ensure directors exercise independent judgement in

considering transactions and agreements in respect of which director or executive officer has

material interest

In accordance with the Business Corporations Act Alberta directors who are party to or are

director or an officer of person who is party to material contract or material transaction or

proposed material contract or proposed material transaction are required to disclose the nature and

extent of their interest and not to vote on any resolution to approve the contract or transaction In

certain cases an independent committee may be formed to deliberate on such matters in the

absence of the interested party
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Describe any other steps the board takes to encourage and promote culture of ethical business

conduct

The Board of Directors has also adopted Whistleblower Policy wherein employees

consultants and external stakeholders of the Corporation are provided with mechanism by which

they can raise concerns in confidential anonymous process

Nomination of Directors

Describe the process by which the board idenq/Ies new candidates for board nomination

Pursuant to the mandate of the Compensation Nomination and Governance Committee such

Committee has responsibility for recruiting and recommending new members to the Board At

present the Compensation Nomination and Governance Committee does not have process by

which it identifies new candidates for Board nomination but rather the identification of new

candidates is done on an informal and ad hoc basis

The mandate of the Compensation Nomination and Governance Committee also includes the

responsibility to determine the appropriate size of the Board and the composition of the Board

between independent Directors and non-independent Directors on the Board

Accordingly the Compensation Nomination and Governance Committee analyze the needs of the

Board and recommend nominees who meet such needs

Disclose whether or not the board has nominating committee composes entirely of independent

directors If the board does not have nominating committee composed entirely of independent

directors describe what steps the board takes to encourage an objective nomination process

As noted in paragraph above the Board of Directors has appointed Compensation
Nomination and Governance Committee The members of such Committee are Malcolm T.D

Adams Stuart Clark and James Wilson each of whom has been determined to be

independent

If the board has nominating committee describe the responsibilities powers and operation of

the nominating committee

As noted in paragraph above the Compensation Nomination and Governance Committee has

the responsibility among other things to prospectively recruit and recommend new members to

the Board

Further information in respect of the operation of the Compensation Nomination and Governance

Committee is set forth below under Compensation in paragraph

Compensation

Describe the process by which the board determines the compensation for the issuers directors

and officers

Directors Compensation

The process by which the Board determines the compensation of the Corporations Directors is as

follows

The Compensation Nomination and Governance Committee has the responsibility among other

things for making recommendations to the Board in respect of Directors compensation In
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arriving at its recommendations the Compensation Nomination and Governance Committee

conducts periodic review of directors compensation having regard to various governance reports

on current trends in directors compensation and compensation data for directors of reporting

issuers of comparative size to the Corporation

The compensation of the Corporations Directors is described in this information circular proxy

statement under the heading Statement of Executive Compensation Directors Compensation

Executive Compensation

The process by which the Board determines the compensation of the Corporations officers is

described in this Information Circular Proxy Statement under the heading Statement of

Executive Compensation Compensation Discussion and Analysis

Disclose whether or not the board has compensation committee composed entirely of

independent directors Ifthe board does not have compensation committee composed entirely of

independent directors describe what steps the board takes to ensure an objective process for

determining such compensation

The Board of Directors has appointed Compensation Nomination and Governance Committee

whose members are Malcolm T.D Adams Stuart Clark and James Wilson each of whom
has been determined to be independent

If the board has compensation committee describe the responsibilities powers and operation of

the compensation committee

The Compensation Nomination and Governance Committee has the responsibility among other

things for reviewing matters relating to the human resource policies and compensation of the

directors officers and employees of the Corporation and its subsidiaries in the context of the

budget and business plan of the Corporation As part of the mandate and responsibility of the

Compensation Nomination and Governance Committee the Compensation Committee is

responsible for formulating and making recommendations to the Board of Directors in respect of

compensation issues relating to directors and employees of the Corporation Without limiting the

generality of the foregoing the Compensation Nomination and Governance Committee has the

following duties

to review the compensation philosophy and remuneration policy for employees of the

Corporation and to recommend to the Board changes to improve the Corporations ability

to recruit retain and motivate employees

ii to review and recommend to the Board the retainer and fees to be paid to members of the

Board

iii to review and
approve corporate goals and objectives relevant to the compensation of the

CEO evaluate the CEOs performance in light of those corporate goals and objectives

and determine or making recommendations to the Board with respect to the CEOs

compensation level based on such evaluation

iv to recommend to the Board with respect to non-CEO officer and director compensation

including to review managements recommendations for proposed stock option share

purchase plans and other incentive-compensation plan and equity-based plans for non

CEO officer and director compensation and make recommendations in respect thereof to

the Board
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to administer the stock option plan approved by the Board in accordance with its terms

including the recommendation to the Board of the grant of stock options in accordance

with the terms thereof

vi to determine and recommend for approval of the Board bonuses to be paid to officers and

employees of the Corporation and to establish targets or criteria for the payment of such

bonuses if appropriate and

vii to review the annual disclosure in respect of compensation matters required by applicable

securities laws to be made by the Corporation including the Statement of Executive

Compensation required to be included in the information circular proxy statement of

the Corporation for its annual shareholder meeting

In addition to its duties in respect of human resource policy and compensation matters as

described above the Compensation Nomination and Governance Committee also has the

responsibility for recruiting and recommending new members to the Board

The Compensation Nomination and Governance Committee also has the responsibility to oversee

the formulation of corporate governance policies and procedures applicable or appropriate to the

Corporation Without limiting the generality of the foregoing the Compensation Nomination and

Governance Committee has the following duties

to review on an ongoing basis the effectiveness of the Board and its Committees in

fulfilling the mandate of the Board

ii to develop for approval by the Board and periodically review the Corporations approach

to corporate governance matters

iii to review and recommend to the Board for approval reports concerning the Corporations

corporate governance practices as required by any regulatory authority

iv to act as forum for concerns of individual directors in respect of matters that are not

readily or easily discussed in full Board meeting including the performance of

management or individual members of management or the performance of the Board or

individual members of the Board

as determined appropriate to develop and recommend to the Board for approval and

periodically review structures and procedures designed to ensure that the Board can

function independently of management

vi to determine the appropriate size of the Board its composition of members between

independent Directors and non-independent Directors and the annual nomination of

Directors for election

vii as determined appropriate to undertake periodic performance review of each Director

and in the process ensure each Board member is aware of the contribution they are

expected to make including the amount of time and energy expected of each Director

viii to review and recommend to the Board as to the acceptance of any offer to resign of any

director of the Board

ix to recruit and recommend new members to the Board

as determined appropriate to develop for approval by the Board and periodically review

orientation and education
programs

for new directors



22

xi to annually review and recommend to the Board the appointments to each committee of

the Board and any changes to the terms of reference of the committees

xii to review and recommend compensation for Directors of the Corporation and any other

arrangements pursuant to which monies are payable to director or party related to

director

xiii to review the Directors and Officers insurance policy and recommend appropriate

coverage levels

xiv to periodically review and monitor the Corporations communication policy with view

to determining whether the Corporation is communicating effectively with shareholders

other stakeholders the investment community and the public generally

xv to review and consider the engagement at the expense of the Corporation of professional

and other advisors by any individual director when so requested by any such director and

xvi to review such other matters of corporate governance nature as may be directed by the

Board from time to time

Pursuant to the mandate of the Compensation Nomination and Governance Committee the

committee is to be comprised of at least three directors of the Corporation and all of such

members shall be independent The Board of Directors is from time to time to designate one of

the members of the Compensation Nomination and Governance to be the Chair of the

Compensation Nomination and Governance At present the Chairman of the Compensation

Nomination and Governance Committee is Malcolm T.D Adams

The Compensation Nomination and Governance meets at least one time per year and at such other

times as the Chairman of the Compensation Nomination and Governance determines

If compensation consultant or advisor has at any time since the beginning of the issuers most

recently completedfinancial year been retained to assist in determining compensation for any of

the issuers directors and officers disclose the identity of the consultant or advisor and briefly

summarize the mandate for which they have been retained If the consultant or advisor has been

retained to perform any other work for the issuer state that fact and briefly describe the nature of

the work

compensation consultant or advisor has not at any time since the beginning of the year ended

December 31 2008 been retained to assist in determining compensation for
any of the issuers

directors and officers however the Corporation does subscribe to third party annual

compensation survey specifically dedicated to the petroleum industry

Other Board Committees

If the board has standing committees other than the audit compensation and nominating committees

identify the committees and describe their function

In addition to the Audit Committee and the Compensation Nomination and Governance Committee the

Corporation has also created Reserves Committee to which the Board of Directors has delegated the

responsibility for the following matters

reviewing the Corporations procedures relating to the disclosure of information with

respect to oil and gas activities including reviewing its procedures for complying with its

disclosure requirements and restrictions set forth under applicable securities

requirements
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ii reviewing the Corporations procedures for providing information to the independent

evaluator

iii meeting as considered necessary with management and the independent evaluator to

determine whether any restrictions placed by management affect the ability of the

evaluator to report without reservation on the Reserves Data as defined in National

Instrument 51-101 the Reserves Data and to review the Reserves Data and the report

of the independent evaluator thereon if such report is provided

iv reviewing the appointment of the independent evaluator and in the case of any proposed

change to such independent evaluator determining the reason therefor and whether there

have been any disputes with management

providing recommendation to the Board of Directors as to whether to approve the

content or filing of the statement of the Reserves Data and other information that may be

prescribed by applicable securities requirements including any reports of the independent

engineer and of management in connection therewith

vi reviewing the Corporations procedures for reporting other information associated with

oil and gas producing activities

vii generally reviewing all matters relating to the preparation and public disclosure of

estimates of the Corporations reserves and

viii coordinate meetings with the Audit Committee of the Corporation the Corporations

senior engineering management independent evaluating engineers and auditors as

required to address matters of mutual concern in respect of the Corporations evaluation

of petroleum and natural gas reserves

Assessments

Disclose whether or not the board its committees and individual directors are regularly assessed with

respect to their effectiveness and contribution If assessments are regularly conductea describe the

process used for the assessments If assessments are not regularly conducted describe how the board

satisfies itself that the board its committees and its individual directors are performing effectively

As part of its mandate the Compensation Nomination and Governance Committee is responsible for

reviewing on an ongoing basis the effectiveness of the Board and its Committees undertaking periodic

performance review of each Director and annually reviewing and recommending to the Board the

appointments to each Committee The Compensation Nomination and Governance Committee conducted

an assessment of the Board its Committees and individual directors in 2007 and is satisfied that the Board

its Committees and individual directors are working effectively

AUDIT COMMITTEE

All of the Audit Committee members are independent directors

Multilateral Instrument 52-10 Audit Committees provides that an individual is financially literate if he

or she has the ability to read and understand set of financial statements that present breadth and level of

complexity of accounting issues that are generally comparable to the breadth and complexity of the issues that can

reasonably be expected to be raised by the Corporations financial statements All of the members of the Audit

Committee are financially literate under the definition set out above
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Additional information in respect of the Corporations Audit Committee is contained on pages 22 to 23 of

the Corporations Annual Information Form dated March 12 2009 which is available on SEDAR at

www.sedar corn

INTEREST OF INFORMED PERSONS IN MATERIAL TRANSACTIONS

There were no material interests direct or indirect of our insiders proposed nominees for election as

directors or any associate or affiliate of such insiders or nominees since January 2007 or in any proposed

transaction which has materially affected or would materially affect us or any
of our subsidiaries except as disclosed

herein

INTEREST OF CERTAIN PERSONS AND COMPANIES IN MATTERS TO BE ACTED UPON

Our management is not aware of any material interest of any director or executive officer or anyone
who

has held office as such since the beginning of our last financial year or of any associate or affiliate of any of the

foregoing in any matter to be acted on at the meeting other than as is disclosed herein

OTHER MATTERS

Our management knows of no amendment variation or other matter to come before the meeting other than

the matters referred to in the notice of annual general meeting However if any other matter properly comes before

the meeting the accompanying proxy will be voted on such matter in accordance with the best judgment of the

person voting the proxy

ADDITIONAL INFORMATION

Additional information relating to us is available on SEDAR at www.sedar.com Our annual information

form also contains disclosure relating to our audit committee and the fees paid to KPMG LLP in 2008 Financial

information is provided in our comparative financial statements and managements discussion and analysis for the

fiscal year ended December 31 2008 To receive copy of our financial statements and related managements

discussion and analysis please contact our Chief Financial Officer at Rock Energy Inc 800 607 8th Avenue S.W
Calgary Alberta T2P 0A7 If you wish this information may also be accessed on SEDAR at www.sedar.com

DIRECTORS APPROVAL

The contents and the sending of this information circular proxy statement have been approved by our

directors

Dated March 12 2009



SCHEDULE

MANDATE OF THE BOARD OF DIRECTORS

GENERAL

The Board of Directors the Board of the Corporation is responsible for the stewardship of the Corporation In

discharging its responsibility the Board will exercise the care diligence and skill that reasonably prudent person

would exercise in comparable circumstances and will act honestly and in good faith with view to the best interests

of the Corporation In general terms the Board will

in consultation with the chief executive officer of the Corporation the CEO define the principal

objectives of the Corporation

supervise the management of the business and affairs of the Corporation with the goal of achieving the

Corporations principal objectives as defined by the Board

discharge the duties imposed on the Board by applicable laws and

for the purpose of carrying out the foregoing responsibilities take all such actions as the Board deems

necessary or appropriate

Without limiting the generality of the foregoing the Board will perform the following duties

SPECIFIC

Executive Team Responsibility

Appoint the CEO and senior officers approve
their compensation and monitor the CEOs performance

against set of mutually agreed corporate objectives directed at maximizing shareholder value

In conjunction with the CEO develop clear mandate for the CEO which includes delineation of

managements responsibilities

Ensure that process is established as required that adequately provides for succession planning including

the appointing training and monitoring of senior management

Establish limits of authority delegated to management

Operational Effe cli veness and Financial Reporting

Review and approval of the corporate strategic plan which takes into account among other things the

opportunities and risks of the business

Ensure that system is in place to identi1j the principal risks to the Corporation and that the best practical

procedures are in place to monitor and mitigate the risks

Ensure that processes are in place to address applicable regulatory corporate securities and other

compliance matters

Ensure that an adequate system of internal control exists

Ensure that due diligence processes and appropriate controls are in place with respect to applicable

certification requirements regarding the Corporations financial and other disclosure
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Review and approve the Corporations financial statements and oversee the Corporations compliance with

applicable audit accounting and reporting requirements

Approve annual operating and capital budgets

Review and consider for approval all amendments or departures proposed by management from established

strategy capital and operating budgets or matters of policy which diverge from the ordinary course of

business

Review operating and financial performance results relative to established strategy budgets and objectives

Integrity/Corporate Conduct

Establish communications policy or policies to ensure that system for corporate communications to all

stakeholders exists including processes for consistent transparent regular and timely public disclosure

and to facilitate feedback from stakeholders

Approve Business Conduct Ethics Practice for directors officers and employees and monitor

compliance with the Practice and approve any waivers of the Practice for officers and directors

To the extent feasible satisfy itself as to the integrity of the CEO and other executive officers of the

Corporation and that the CEO and other executive officers create culture of integrity throughout the

Corporation

Board Process/Effectiveness

Ensure that Board materials are distributed to directors in advance of regularly scheduled meetings to allow

for sufficient review of the materials prior to the meeting Directors are expected to attend all meetings

Engage in the
process of determining Board member qualifications with the Corporate Governance

Committee including ensuring that majority of directors qualify as independent directors pursuant to

National Instrument 58-101 Disclosure of Corporate Governance Practices as implemented by the

Canadian Securities Administrators and as amended from time to time and that the appropriate number of

independent directors are on each committee of the Board as required under applicable securities rules and

requirements

Approve the nomination of directors

Provide an orientation to each new director

Establish an appropriate system of corporate governance including practices to ensure the Board functions

independently of management

Establish appropriate practices for the regular evaluation of the effectiveness of the Board its committees

and its members

Establish committees and approve their respective mandates and the limits of authority delegated to each

committee

Review and re-assess the adequacy of the mandate of the committees of the Board on regular basis but

not less frequently than on an annual basis

Review the adequacy and form of the directors compensation to ensure it realistically reflects the

responsibilities and risks involved in being director
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Each member of the Board is expected to understand the nature and operations of the Corporations

business and have an awareness of the political economic and social trends prevailing in all countries or

regions in which the Corporation invests or is contemplating potential investment

In addition to the above adherence to all other Board responsibilities as set forth in the Corporations

By-Laws applicable policies and practices and other statutory and regulatory obligations such as issuance

of securities etc is expected

DELEGATION

The Board may delegate its duties to and receive reports and recommendations from any committee of the

Board

Subject to terms of the Disclosure Confidentiality and Trading Policy and other policies and procedures of

the Corporation the Chairman of the Board will act as liaison between stakeholders of the Corporation

and the Board including independent members of the Board

MEETINGS

The Board shall meet at least four times per year and/or as deemed appropriate by the Board Chair

Independent directors shall meet regularly and in no case less frequently than quarterly without

non-independent directors and management participation

Minutes of each meeting shall be prepared

The CEO or his designates may be present at all meetings of the Board

Vice-Presidents and such other staff as appropriate to provide information to the Board shall attend

meetings at the invitation of the Board

REPORTING AUTHORITY

Following each meeting the Secretary will promptly report to the Board by way of providing draft copies
of the minutes of the meetings

Supporting schedules and information reviewed by the Board at any meeting shall be available for

examination by any director upon request to the CEO

The Board shall have the authority to review any corporate report or material and to investigate any activity

of the Corporation and to request any employees to cooperate as requested by the Board

The Board may retain persons having special expertise and/or obtain independent professional advice to

assist in fulfilling its responsibilities at the expense of the Corporation
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FORWARD-.LOOKING STATEMENTS

Certain statements and information contained in this document including but not limited to managements assessment of Rocks plans

and future operations production reserves revenue commodity prices operating and administrative expenditures future income taxes

wells drilled acquisitions and dispositions funds from operations capital expenditure programs and debt levels contain forward-looking

statements All statements other than statements of historical fact may be forward-looking statements These statements by their nature

are subject to numerous risks and uncertainties some of which are beyond Rocks control including the effect of general economic

conditions industry conditons regulatory and tasation regimes volatility
of commodity prices currency fluctuations the availability of

services imprecision
of reserve estimates geological technical drilling and processing problems environmentsl risks weather the lack of

availability
of

qualified personnel or management stock market volatility the ability to sccess sufficient
capital

from internal snd external

sources and competition from other
industry participants for among other things capital services acquisitions

of reserves undeveloped

lands and skilled personnel any of which may cause actual results or events to differ materially from those
anticipated

in such forward-

looking statements Such forward-looking statements although considered reasonable by management at the time of preparation may

prove to be incorrect and actual results may differ materially from those
anticipated in the statements made and therefore should not

unduly be relied on These statements speak only as of the date of this document Rock does not intend and does not assume any

obligation to update these forward-looking statements whether as result of new information future events or otherwise except as

required by applicable law
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in the bottom of the cycle position

vs for the
recovery

On one hand 2008 was period of all-time record commodity prices Rock grew its average

daily production by 56 percent and its cash flow by 68 percent On the other hand 2008

presented huge challenges for adding undeveloped land at reasonable cost drilling wells and

recruiting hig h-quality professional staff

In early 2009 commodity prices are 75-80 percent lower than at mid-2008 and the energy

sector is facing the bottom of the price cycle The current environment presents its own set

of opportunities and challenges In this period Rock will respond proactively to changing

commodity prices and use the cash generated from operations to drill limited number of wells

improve operating efficiencies and fund
strategically-located asset acquisitions At the same

time our geoscience team will continue to focus on defining new drilling locations to add to our

inventory of opportunity

We will use the low point of the price cycle to sink our roots deep into the soil and gain strength

for the next growth period



SOME OF OUR KEY fflTA1IYES FOR 2009 INCLUDE

Deploy
small amounts of copitcl to

purchase land and seismic

This is essential to building our drilling

inventory In the current price environment we

expect to acquire land and seismic at more

reasonable prices

Cantirue building Rockts inventory

of drilling
locations

Rocks existing core areas of West Central

Alberta and Plains offer significant potential for

production and reserve adds in plays that we have

demonstrated an understanding of and that can be

drilled as commodity prices rise and costs decline

Focus an operating
and adainistrative

cost reductions in all areas

of operations field and office Improving

efficiencies throughout the Company can be

low-cost way to improve overall margins for

the long term

Pursue
corporate acquisitions

and
mergers

that are accretive to Rocks long-term growth

prospects and will provide mass and liquidity
for

the Company to prosper in the future

Add new core area

of operations to our existing base that can

further diversify our drilling portfolio and provide

top-quartile finding costs and recycle ratios

Negoate farmin deals

that do not require significant drilling

commitments before 2010 Many EP

companies will be evaluating their own

prospect inventories and will be seeking

partners for drilling projects to preserve

expiring lands and take advantage of the

newly announced Alberta royalty initiatives

Pursue small asset acquisitions

with our excess bank lines within our core

areas Many junior EP companies have

reached the limit of their bank lines and

may be willing to sell assets to generate

capital to satisfy their loan commitments

briAr
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Rock spent considerable time and energy converting

its proved non-producing and probable reserves to

proved producing reserves increasing that category

by 32 percent year-over-year and transforming

these reserves into production and cash flow That

production and cash flow will sustain us through the

turbulent down-cycle we are currently enduring

Entering 2009 Rock is taking cautious approach

to capital spending on drilling projects and instead

will focus on increasing its opportunity base and

drilling inventory reducing costs pursuing small

complementary asset acquisitions reducing debt and

participating in consolidation/merger opportunities

The reduced capital program
of $15.0 million in 2009

which envisions drilling
12 wells to preserve our

reserve base and take full advantage of the recently

announced Alberta royalty initiatives programs

will result in an average daily production rate of

3200-3400 boe per day for the year However Rock

will monitor its debt levels to ensure the Company

remains well within its bank lines

There is no doubt that significant opportunities
exist at

this point in the cycle that can help grow the Company

in the next period of improved commodity prices We

intend to capture those opportunities

Rocks 2008 Accomphshments

Drilling Results

In 2008 Rock participated in 33 24.3 net wells

resulting in 18 18.0 net heavy oil wells 14 5.3 net

natural gas wells and 1.0 net dry and abandoned

well for success rate of 96 percent on net cased

wells Rock operated 24 of the 33 gross wells drilled in

2008 The 2008 drilling strategy focused on converting

reserves in the proved non-producing or undeveloped

and probable categories to proved producing and

increasing average daily production rates

To date in 2009 Rock has drilled 21.3 net natural

gas
wells at Saxon and Elmworth both of which

were cased as natural gas wells The Saxon well is

not expected to be placed on production until next

winter as the well tested at rates of 250-300 mcf

per day We will proceed with this tie-in next winter

in conjunction
with our other activities in this area to

minimize our costs The Elmworth well is expected to

be completed and tested after spring breakup and

should be on production in the third quarter of 2009

Infrastructure Construction

key accomplishment in 2008 was the $14 million

spent for the construction of natural gas gathering

pipelines and compressor dehydration and liquids-

handling stations to tie-in Rocks natural gas wells at

Saxon Musreau Kakwa and Elmworth all of which are

contributing to production and cash flow Infrastructure

ownership provides Rock with strategic advantage

in the Saxon area allowing the Company to conclude

farm-in agreement that added two sections of land

with two to three drilling
locations

Reserves and Net Asset Value

Rock increased total company reserves by percent

on proved plus probable basis to 10.2 million boe at

year-end 2008 from 9.3 million boe at year-end 2007

replacing 67 percent of 2008 production
Proved-

producing reserves increased by 32 percent in 2008

to 4.7 million boe versus 3.5 million boe in 2007 All-in

finding development and acquisition FDA costs

incurred in 2008 averaged $25.13 per boe proved

plus probable This one-year cost is unacceptably

high but relates to the $14 million spent on

infrastructure $6.49 per boe proved plus probable

and further $7.2 million spent on land and seismic

$3.35 per
boe proved plus probable The Company

expects to increase reserve bookings with more

production history from the new wells and as the full

exploration cycle is completed Rocks three-year

average all-in FDA cost was $18.25 per boe proved

plus probable which is more representative of true

full-cycle costs

The year-end 2008 reserve report by GLJ Petroleum

Consultants Ltd using its forecasted commodity

prices indicates value of $177.5 million for Rocks

proved plus probable reserves net present value

discounted at percent before tax Rocks net

asset value is calculated at $5.96 per share basic

assuming year-end debt of $38.6 million land of

80574 net acres at the acquired cost of $1 5.4 million

no value for seismic and 25.9 million basic shares

outstanding This represents an increase of

percent from year-end 2007



On cautionary note applying the current forward-

price strip see Table to Rocks reserve base gives

lower net asset value per share of $4.50

net present value discounted at percent before

tax To be even more conservative the net asset

value per share based on the current forward-price

strip generates net present value discounted

at 20 percent before tax of $3.04

Production Results

Rocks daily production averaged 3436 boe per day

in 2008 compared to 2198 boe per day in 2007

an increase of 56 percent Rock exited 2008 with

average daily production of approximately 4000 boe

per day The Company decided to reduce spending

in the fourth quarter due to lower commodity prices

which led to production declining to 3800 boe per day

in January Specifically Rock has reduced its spending

on drilling and will refrain from working over marginal

wells unless it can achieve short-term payout at

current pricing

Financial Results

In 2008 Rock generated funds from operations of

$40.7 million $1.57 per share and net income of

$1.9 million $0.07 per share The Company had

capital expenditures of $50.2 million including

$1.2 million disposition Total debt was $38.6 million at

year-end against bank lines of $51 million

TABLE FORWARD STRIP PRICING NYMEX

At February 27 2009

GoForward Strategy

In contrast to our 2008 plan of building production

cash flow and value Rock has adopted cautious

approach to capital spending on drilling projects in

2009 Instead the Company is focused on building

its inventory of
drilling locations reducing costs

reducing debt and pursuing mergers and acquisitions

Management believes careful approach is prudent

in these uncertain times and will work to strengthen

and position the Company to take advantage of the

opportunities this market may provide

Rock intends to grow to production range of 10000

to 5000 boe per day within three to five years

through combination of mergers acquisitions and

grassroots exploration company of this size attracts

greater market support and is better able to capture

opportunities that increase shareholder value

2009 Capita Program

Rocks Board of Directors has approved revised

capital budget of $15 million for 2009 based on

price forecast for WTI oil of US$47.00 per barrel and

for AECO natural gas of CDN$5.00 per mcf This

basic budget includes
drilling

12 wells during the year

to preserve our reserve base and take advantage

of the recently announced Alberta royalty initiatives

The remaining funds will be used to acquire seismic

and land in order to expand the
drilling inventory and

reduce our debt levels

NYMEX WTI AECO Heavy Oil

Year US$/bbl CDN$/MMBtu CDN$/bbl FX

2009 49.41 5.12 38.53 0.787

2010 55.78 6.59 43.61 0.791

2011 60.62 7.37 48.83 0.794

2012 64.12 7.61 51.29 0.801

2013 66.74 7.70 53.25 0.804

2014 69.21 7.86 55.29 0.804

2015 Escalate at 2% per annum



Based on this forecast Rocks production for 2009

is expected to average 3200 3400 boe per day

generating funds from operations of $1 7.5 million

or $0.68 per basic share Debt at year-end would

be reduced to $36 million The planned budget

will be reviewed at each quarterly meeting of the

Board of Directors and may be expanded if

commodity prices improve

Market Ouflook

During the last half of 2008 the world entered

severe economic recession Although the resulting

reduction in energy demand is still being determined

the lower commodity prices have sent clear signals to

the supply side The question today and for the

next few months is whether supply and demand are

now better balanced One thing to consider is that

as supply is constrained through reduced drilling it

cannot easily or quickly be restored potentially leading

to future increases in prices and volatility

The price of WTI crude oil was US$92.00 per barrel

at the start of 2008 then exceeded US$145.00 per

barrel at mid-year before declining to US$42.00 per

barrel at year-end The market is trying to find clarity
in

the price for oil as both demand and supply contract

We believe that OPEC will act to cut supply in the

short-term and that oil prices will recover by year-end

as the supply of oil worldwide continues to decline

and as world economic activity is restored and demand

for oil begins to increase



An important consideration for Rock is heavy oil

prices Heavy oil differentials the discount in price

compared to light crude oil have narrowed over the

last year and Rock is currently receiving approximately

$35.00 per barrel for its heavy oil at the wellhead

even with WTI at US$45.00 per barrel

Going forward increased refining capacity for heavy

oil coupled with reduced supply to the U.S Gulf Coast

due to declining imports from Venezuela and Mexico

create confidence that heavy oil will continue to

receive an attractive price through 2009 and beyond

In addition to the narrow differentials Rocks Alberta

heavy oil has an added advantage of very low royalty

with low prices under the provincial governments

new royalty regime Consequently the Companys

cash flow netback on heavy oil is approximately

CDN$1 5.00 per barrel at current prices

Natural gas production which is priced to AECO
received CDN$6.40 per mcf at the start of 2008 The

price peaked at more than CDN$11.00 per mcf then

fell to CDN$6.35 per mcf at year-end 2008 and to

CDN$4.60 per mcf at the time of this report The high

prices early in 2008 drove North American
drilling

activity
to all-time highs The drilling activity combined

with the production of large shale-gas plays provided

significant supply to the North American market With

the onset of the North American economic recession

there has been significant reduction in industrial

demand for natural gas Despite hurricanes and cold

winter this extra supply flooded the market and filled

storage caverns in the U.S

The good news is that
drilling activity both in the U.S

and Canada has fallen off significantly in
response to

reduced prices for natural gas Since new production

added in 2008 is characterized by high initial decline

rates overall natural gas production and inventory

levels are expected to fall during the next few quarters

with restoration in the supply/demand balance by

the end of the year

Management is concerned about the short-term

outlook for natural
gas prices However it is confident

that the balance of supply and demand will be

restored over the longer-term and that natural gas will

trade in
range of CDN$6.00-CDN$9.00 per mcf

at AECO The Company is seeking opportunities now

that will provide attractive projects at this price range

Conduson

As we enter 2009 Rock is being cautious

The Company is guarding its balance sheet

reducing its debt managing its cash flow and

striving to capitalize on opportunities that current

commodity prices present Rocks team will

continue building its
drilling inventory refine

operations to reduce costs and pursue acquisitions

and mergers In managements experience the best

opportunities are captured in the dark seasons

This is time to capture those opportunities

Acknowedgements

would like to take this opportunity to extend my

thanks and appreciation to all of our employees

and directors It is through their hard work and

commitment that Rock continues to advance

On behalf of the Board of Directors

signed uAIIen Bey

Allen .1 Bey

President and Chief Executive Officer

March 12 2009
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EXPLORAIION AND OPERAI1ONS REVEW

OVERVEW

Rocks exploration and production activities are

concentrated in two main core areas Plains and West

Central Alberta These two geographical areas contain

different exploration and development prospects

and cover the full range of risk and reward This

combination of project areas provides Rock with

balanced portfolio of opportunities exceeding 00

drilling locations enabling the Company to

prioritize activities and maximize its growth

In 2008 Rock invested $28.0 million in
drilling and

completions to participate in 33 24.3 net wells

resulting in 18 18.0 net heavy oil wells 14 5.3 net

natural gas wells and 1.0 net dry and abandoned

well for success rate of 96 percent on net cased

wells Rock operated 24 of the 33 gross wells drilled

in 2008 The 2008
drilling strategy aimed to convert

reserves in the proved non-producing or undeveloped

and probable categories to proved producing while

increasing daily production rates In addition to its

drilling program Rock invested $14.1 million in

facilities and natural gas gathering systems and

$7.3 million in land and seismic Rocks net

undeveloped land position grew by 31 percent to

80574 net acres The funds invested in facilities land

and seismic positions the Company to add
drilling

locations and production in the future

HISTORICAL CAPITAL EXPENDITURES

$000 2008 2007 2006 2005

Land 5688 3723 4822 3737

Seismic 1614 1359 1081 1761

Drilling and completions 28004 15799 23931 16263

Facilities and natural gas gathering systems 14095 1584 1446 545

Capitalized GA 1592 2004 1627 865

Total operations 50993 24469 32907 10099

Property acquisitions dispositions 1243 28127 30874 60593

Well site facilities inventory 344 94 165 401

Officeequipment 78 1012 136 72

Total net of acquisitions and dispositions 50172 53702 2004 84237

iRE



Plains Core Area

In the last two years
Rock has drilled 29 28.9 net

wells in its Plains Core Area

2008 2007

Gross Net Gross Net

Heavy oil 18 18.0 8.0

Natural gas
nil nil 0.9

Dryhole 1.0 1.0

Total 19 19.0 10 9.9

All heavy oil wells drilled in 2008 were placed on

production during the year which increased the

average rate to 1440 barrels per day in December

2008 from 1140 barrels per day in January 2008

West Central Core Area

Rock drilled 20 7.6 net wells in its West Central Core

Area in the last two years

2008 2007

Gross Net Gross Net

Saxon 1.0 1.0

Tony Creek 0.9 nil nil

Girouxville 0.9 nil nil

Musreau/Kakwa 0.2 0.9

Markerville 0.2 nil nil

Elmworth 2.1 0.3

Dry hole nil nil 0.1

Total 14 5.3 2.3

Rock operated 2.5 net of the 14 5.3 net wells

in 2008 compared to 1.3 net wells in 2007 All

wells drilled in 2008 were brought on-stream in

2008 with the exception of 0.6 net Elmworth

wells which were delayed until the first quarter of

2009 behind compression expansion Although

only of the new Elmworth wells did not come on

production in 2008 several other Elmworth wells were

shut-in in December to allow production from other

new producers West Central Core Area production

increased to 2300 boe per day in December 2008

from 1070 boe per day in January 2008 with the

majority of the production increase contributed by the

Saxon and Elmworth properties

iiAR
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PLAINS GORE AREA

In the Plains Core Area Rock generally holds

00 percent working interest in its lands and

operates its production The main focus is exploring

for heavy oil and shallow natural gas from the

Mannville Group at depths of 500-1000 metres

The cost to drill typical heavy oil well is $300000

with completions equipping and tie-in costing an

additional $250000 These heavy oil wells generally

have an initial production rate of 40-60 barrels per

day and will recover 70000 barrels of oil In 2008

Rock spent $11.0 million in total drilling completion

and equipping capital in our heavy oil areas to drill

18 18.0 net oil wells and 1.0 net dry hole These

activities increased Plains production to 1440 barrels

per day by December

Of the heavy oil wells drilled in 2008 15 5.0 net

have reserves assigned as expected however

3.0 net wells that experienced production issues

within months after completion have no reserves

assigned to them The Company is reviewing whether

these wells could be viable producers

The one-year FDA cost for the Plains Core

Area is $16.66 per boe the three-year average

cost of $12.26 per boe is generally in line with

managements expectations

During 2008 Rock received an average heavy

oil field netback of $38.32 per barrel which equates

to one-year operating recycle ratio of 2.3 times

In the current price environment of US$45.00 per

barrel WTI the Company is receiving field netback

price net of costs and royalties the latter is less

than percent on Crown leases of approximately

$15.00 per barrel generating an operating recycle

ratio of 1.0-1.2 times Rock is focused on reducing

finding and development costs to approximately

$10.00 per barrel by using its inventory of more than

60 drilling locations

Heavy Oil Well with Progreesive Cavity Pumping

System This rotary system is used for the majority of

Rocks heavy oil wells

HEi..VY mt

Heavy Oil Well with Continuous Pump to Surface

System This reciprocating system is used on few of

the heavy oil wells that produce larger amounts of sand

14
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Rock Energy land Future drilling locations

PoJI1K LOOK

Producing wells 55

December 2008 production barrels per day 1440

Costs to drill complete equipment and tie-in per well $550000

Reserves per well barrels 70000

Initial production rate barrels per day 40-60

Drilling
locations 60

Operating cost $/boe $14 O0-$16.O0

Oil API gravity 12-i

JOTLOOK

Increase drilling inventory

Reduce operating costs

Pursue small asset acquisitions

Increase production and reserves
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HEAVY Oft

PLAINS GORE AREA

Rock Energys key properties in the Plains core area

include

Neilburg Rock drilled step-out wells in 2008

which have an estimated 6-10 follow-up locations

Edam The Company has experienced some initial

success in restoring production that was affected by

natural gas migration We expect to bring one more

well back on production in the first half of 200 to

complete our work and increase reserves We have

also identified 2-4 new potential drilling locations in

nearby pool

The Company is also focused on lowering operating

costs to improve its field netback price We expect

to reduce our operating costs through investments in

fuel gas gathering systems and salt water

disposal facilities

Rock remains firm believer in the economics of

heavy oil which is an integral part of the overall

portfolio The Company will maintain discipline in its

drilling programs in order to ensure adequate returns

and value creation

Lloydminster We have identified new pooi

extension locations on lands which were

purchased in 2008 which if successful would

lead to 6-10 development wells

Uoydrnnster Aberta

R3W4

IIiEI

till Rock Energy land Future drilling locations Lithic channel

150
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WEST CENTRAL CORE AREA

Elmworth Alberta

The September 2007 acquisition of Greenbank

Energy Ltd provided Rock with 1.9 million boe of

proved plus probable reserves 500 boe per day

of production 92 percent natural gas more than

25000 net acres of undeveloped land and 25-30

drilling
locations primarily in the Elmworth area

During 2008 Rock drilled 2.1 net natural gas wells

operating of the wells and participated in the

expansion of compression facility
in the area More

importantly the Company increased its land position

in 2008 by acquiring 24320 acres at an average

working interest of 97 percent At year-end Rock

had increased its net undeveloped land to more than

42300 net acres in the Elmworth/Grande Prairie

area The average working interest in the undeveloped

lands at Elmworth also increased to 50 percent from

30 percent

The Elmworth play which is natural extension of

Rocks Deep Basin exploration program moves Rocks

activities northward from Kaybob/Saxon into an area

where the stacked Cretaceous natural gas plays

are shallower at 2000-2200 metres drilling
costs

are lower natural gas processing capacity is readily

available and surface operations can be completed

year-round excluding spring breakup

The primary geological targets in this area are the

Bluesky Gething Nikanassin Halfway

Charlie Lake and Montney Reserves have historically

been exploited using vertical wells with relatively

small fracture stimulations Because this is tight

gas reservoir and the depths are relatively shallow

Rock is drilling more than one well per section and is

investigating the opportunity for horizontal multi-stage

fracturing to recover more of the natural gas reserves

The Company has built significant land position and

should this completion technique be effective it could

provide significant upside

During 2009 Rock is focused on acquiring seismic to

develop drilling locations on our newly acquired lands

and refining our drilling and completion techniques

to maximize the reserve potential We have made

the investment in infrastructure and land in this area

and we are now focusing our efforts on building an

inventory of
drilling locations

NATURAL GAS

Elmworth Comp Sthtion Second compressor

installation alongside original compressor
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T72
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T71

T70

T69
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$1

Rock Energy land Land added in 2008 .2008 drilling locations Future drilling locations 3D seismic

uirir

140 December 2008 production boe per day 700

1110 Producing wells 3510.1 net

Eli Costs to drill complete equip and tie-in per well $2.2 million

10 Reserves per
well bcf 2.0

Initial production rate mmcf per day 2.0

40 Operating costs $./boe $8.00-$9.O0

00 LOOK

Acquire seismic over newly acquired lands

11 Build drilling inventory

40 Test new horizontal completion techniques

Reduce capital and operating costs
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NATURAL GAS

WEST CENTRAL GORE AREA

Kaybob Bgstone and Saxon Alberta

Rock has been assembling land position and an

inventory of
drilling prospects in the greater Kaybob/

Bigstone area since 2005 Today the Company has

more than 15
drilling

locations on its lands well in

the Bigstone area typically costs $1.5 million to drill

plus further $1.3 million to complete equip and

tie-in Wells target the stacked Cretaceous formations

such as the Gething Bluesky Dunvegan and others

including the Montney and will typically have initial

production rates of 1-2 mmcf per day and recover

1-3 bcf of natural gas

In December 2007 Rock drilled successful

exploration well at Saxon followed by second well in

January 2008 Both wells were drilled at 100 percent

working interest and made multi-zone Deep Basin

pool discoveries that tested at combined rate in

excess of mmcf per day During the first quarter of

2008 the Company completed the construction of

13-kilometre pipeline and compression dehydration

facilities to bring these wells on-stream The wells

commenced production in May 2008 at rate of

5.0 mmcf per day with 50 barrels per rnmcf of natural

gas liquids

As owner of the infrastructure Rock was able to

negotiate farm-in on two sections of land adjacent

to the discoveries The earning well started drilling in

December 2008 and was cased and completed in

January 2009 earning 75 percent working interest

in the two sections Though this well will not be tied in

until next winter in conjunction with the 2009-2010

winter
drilling

and operations program it has earned

two to three more drilling locations for Rock

For the remainder of 2009 Rock will focus on

increasing its land position and reducing operating

costs Specifically the Company is evaluating

possible plan to tie its natural gas into different

processing plant to increase its
flexibility reduce

downtime and lower processing costs Because

there is significant reserve of natural gas-in-place

over Rocks lands tight gas reservoirs the Company

will also evaluate the potential for other
drilling

and

completion techniques such as horizontal multi-stage

fracturing that may be more effective

Ssxon Wlsita Fsty with Uneheater Sacn CompreasUn and Dehydatbn Facility

and Tdernetry fina sta0e of conatwotion
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Saxoi Alberta

625 R24 R23 622 R21 R20W5

T65

SAXON TONY CREEK
164

4j5L ll
IHII

WASKAHIGAN

15-5

ttt Rock Energy land

T62

Gas well

Future drilling locations

Dunvegan
SAXON

5if Gething Id

Bluesky T61

00% Rock-owned pipeline

New compressor station

160

159

Icluoo

liii Producing natural gas wells 13 4.2 net

Production in December 2008 boe per day 550

lEVI Costs to drill complete equip and tie-in per well $2.8 million

Reserves per well bcf 3.0

11EV Initial production rate mmf per day 2.0

Operating costs $/boe $9.00-$1 1.00

4111 Increase land position through farm-ins and land sales

Expand drilling inventory

11EV Reduce operating costs

4111 Evaluate alternative completion techniques



Rock Energy Inc Rock or the Company is publicly traded energy company engaged in the exploration for

and the development and production of crude oil and natural gas primarily in Western Canada Rocks corporate

strategy is to grow and develop an oil and natural
gas exploration and production company through internal operations

and acquisitions

Rock evaluates its performance based on net income field netback funds from operations and finding and development

costs Funds from operations are measure used by the Company to analyze operations performance leverage and

liquidity Field netback is benchmark used in the oil and natural gas industry to measure the contribution of the oil and

natural gas operations following the deduction of royalties transportation costs and operating expenses Finding and

development costs are another benchmark used in the oil and natural gas industry to measure the capital costs incurred

by the Company to find and bring reserves on-stream

Rock faces competition in the oil and natural gas industry for resources including technical personnel and third-party

services and capital financing The Company is addressing these issues through the addition of personnel with the

expertise to develop opportunities on existing lands and to control operating and administrative cost structures Rock

also seeks to obtain the best price available based on the quality of its produced commodities

The following Managements Discussion and Analysis is dated March 200 and is managements assessment of

Rocks historical financial and operating results together with future prospects and should be read in conjunction with

the audited consolidated financial statements of Rock for the year ended December 31 2008

BASIS OF PRESENTATION

Certain financial measures referred to in this discussion such as funds from operations and funds from operations per

share are not prescribed by generally accepted accounting principles GAAF Funds from operations is key measure

that demonstrates the ability to generate cash to fund expenditures Funds from operations is calculated by taking the

cash provided by operations from the consolidated statement of cash flows and adding back changes in non-cash

working capital Funds from operations per share are calculated using the same methodology for determining net

income per share These non-GAAF financial measures may not be comparable to similar measures presented by other

companies These financial measures are not intended to represent operating profits for the period nor should they be

viewed as an alternative to cash provided by operating activities net income or other measures of financial performance

calculated in accordance with GAAF The reconciliation between funds from operations and cash flow from operations

for the three months and years ended December 31 2008 and 2007 is presented in the table below

12 Months 12 Months Months Months

Ended Ended Ended Ended

$thoussnds 12/31/08 12/31/07 12/31/08 12/31/07

Funds from operations 40747 15189 5516 4735

Changes in non-cash working capital 843 1035 745 251

Cash flow from operations 41590 14154 6261 4986
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Management uses certain industry benchmarks such as field netback to analyze financial and operating performance

Field netback has been calculated by taking oil and gas revenue less royalties operating costs and transportation

costs This benchmark does not have standardized meaning prescribed by GAAP and may not be comparable to

similar measures presented by other companies Management considers field netback as an important measure to

demonstrate profitability
relative to commodity prices

All barrels of oil equivalent boe conversions in this report are derived by converting natural gas to oil at the ratio of six

thousand cubic feet mcf of natural gas to one barrel bbl of oil Certain financial values are presented on boe basis

and such measurements may not be consistent with those used by other companies Boe may be misleading particularly

if used in isolation boe conversion ratio of six mcf to one boe is based on an energy equivalency conversion method

primarily applicable at the burner tip and does not necessarily represent value equivalency at the wellhead

Certain statements and information contained in this document including but not limited to managements assessment

of Rocks plans and future operations production reserves revenue commodity prices operating and administrative

expenditures future income taxes wells drilled acquisitions and dispositions funds from operations capital expenditure

programs and debt levels contain forward-looking statements All statements other than statements of historical fact

may be forward-looking statements These statements by their nature are subject to numerous risks and uncertainties

some of which are beyond Rocks control including the effect of general economic conditions industry conditions

regulatory and taxation regimes volatility
of commodity prices currency fluctuations the

availability
of services

imprecision of reserve estimates geological technical drilling
and processing problems environmental risks weather

the lack of
availability

of qualified personnel or management stock market
volatility

the ability to access sufficient

capital from internal and external sources and competition from other industry participants for among other things

capital services acquisitions of reserves undeveloped lands and skilled personnel any of which may cause actual

results or events to differ materially from those anticipated in such forward-looking statements Such forward-looking

statements although considered reasonable by management at the time of preparation may prove to be incorrect and

actual results may differ materially from those anticipated in the statements made and therefore should not unduly be

relied on These statements speak only as of the date of this document Rock does not intend and does not assume

any obligation to update these forward-looking statements whether as result of new information future events or

otherwise except as required by applicable law

All financial amounts are in thousands of Canadian dollars CDN unless otherwise noted

iOiR
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The Company issued guidance on November 13 2008 for projected 2008 and 2009 results The table below provides

the guidance for 2008 with actual results

2008 GUIDANCE
2008 Guidance Actual Difference

2008 Production boe/d

Annual 3400-3600 3436 0%

Exit December average 4300-4500 4055 8%
2008 Funds from Operations

Annual $43 million $40.7 million 5%
Annual per share $1.66 $1.57 5%

2008 Capital Budget

Expenditures $52 million $50.2 million 3%
Gross wells drilled 34 33 3%
Total net debt at year-end $38 million $38.6 million 2%

Pricing Fourth Quarter

Oil WTI US$70.00/bbl US$58.73/bbl 6%
Natural gas AECO $7.00/mcf $6.70/mcf 4%
US/CDN dollar exchange rate 0.85 0.825 3%

Production average for the year was within the guidance range however the exit rate was below guidance primarily

as the compressor expansion at Elmworth in the West Central core area did not come on-stream until mid first

quarter 2009 compared to our forecast start date of mid November 2008 and we elected to leave approximately

00 bbls/day of heavy oil shut-in for maintenance purposes given the low heavy oil price Funds flow from operations

was below guidance due to lower prices and production in the fourth quarter of 2008 Capital expenditures were lower

than forecast as 1.0 net well at Saxon did not start drilling until the first quarter of 2009 As result of lower funds

from operations partially
offset by lower capital expenditures debt levels were slightly

above guidance levels



Guidance for 2009 has been updated to reflect results from the winter drilling program well performance

and lower expected commodity prices The table below updates the Companys previous guidance that was issued

November 13 2008

2009 GUIDANCE
2009 Previous 2009 Revised

Guidance Guidance Change

2009 Producti.on boe/d

Annual 4100-4300 3200-3400 21%

Exit 4400-4600 3100-3300 29%

2009 Funds from Operations

Annual $33 million $17.5 million 47%

Annual per share $1.28 $0.68 47%

2009 Capital Budget

Expenditures
$37.5 million $15 million 60%

Gross wells drilled
35 12 66%

Total net debt at year-end $42.5 million $36.1 million 5%

Pricing Annual Average

Oil WTI US$70.00/bbl US$47.00/bbl 33%

Natural gas AECO Cdn$7.00/mcf Cdn$5.00/mcf 29%

US/CDN dollar exchange rate 0.85 0.80 6%

The decline in commodity prices has caused Rock to significantly cut back on capital expenditures
If these commodity

prices persist the Company anticipates drilling
12 10.7 net wells in 2009 of which 1.3 net wells were drilled

in the first quarter of 2009 Furthermore wells that require servicing are likely
to be delayed unless short payout

period can be achieved on the expected service expenditures Rock anticipates acquiring land and seismic current

budget of $1.8 million in order to develop additional drilling inventory which can be accessed once commodity prices

improve Rock anticipates that Lloyd blend heavy oil prices need to approach $50.00/bbl and natural gas prices

need to exceed $7.00/mcf in order to significantly expand our drilling
activities In th.e current environment Rock

anticipates natural production declines and delayed well servicing will cause 2009 production to average approximately

3300 boe/day with exit rates of approximately 3200 boe/day The combined reduction in commodity prices and

production is expected to result in funds from operations for 2009 of approximately $17.5 millicn $0.68 per basic

share Royalty rates are expected to average 15 percent in this price environment and after taking into account the new

initiatives recently announced by the Alberta government down from 26 percent in the previous forecast operating

costs are expected to average percent higher than previously forecast at $1 2.85/boe based on recent experience

and net GA expense of $2.60/boe up from $2.00/boe in our previous guidance due to lower forecast production

Debt to funds from operations ratio is expected to be about 2.1 times on an annual basis faIling
from high of

2.9 times in the first quarter down to 1.7 times in the fourth quarter Management believes in the current commodity price

cycle capital expenditures should be less than funds from operations with capital expenditures directed at preserving

the reserve base We will continue to monitor debt availability funds from operations and capital expenditures in order

to chart prudent course of action and stay within our borrowing capacity



PDOPUCIfON AND PRCES

PRODUCTION BY PRODUCT
12 Months 12 Months Months Months

Ended Ended Ended Ended Quarterly

12/31/08 12/31/07 Change 12/31/08 12/31/07 Change

Natural gas mcf/d 10048 4261 136% 11731 6372 84%

Light and medium oil bbls/d 193 215 10% 169 206 l8%

Heavy oil bbls/d 1329 1194 11 1537 1323 6%

NGL bbls/d 239 79 203% 298 81 268%

Total boe/d 61 3436 2198 56% 3959 2672 48%

PRODUCTION BY AREA
12 Months 12 Months Months Months

Ended Ended Ended Ended Quarterly

12/31/08 12/31/07 Change 12/31/08 12/31/07 Change

West Central Alberta boe/d 1722 642 168% 2090 1041 101%

Plainsboe/d 1362 1196 14% 1563 1325 18%

Other boe/d 352 360 2% 306 306 0%

Total boe/d 61 3436 2198 56% 3959 2672 48%

Production increased 56 percent for the year ended December 31 2008 over the prior year due to new natural gas

and NGL production from Saxon in the West Central core area production acquired and new drilling at Elmworth

and increased heavy oil production New production at Saxon West Central core area reflects our efforts in the

deep basin area over the last several years Land and seismic was acquired in the summer of 2007 and the first wells

were drilled and tied-in during the 2007-08 winter drilling season resulting in new production coming on-stream in

May 2008 Rock still has 4-6 additional locations in inventory The Companys Elmworth property in the West Central

core area was acquired with the Greenbank acquisition at the end of the third quarter of 2007 Production at the

time of acquisition was approximately 500 boe/day 92 percent natural gas and through drilling this past summer

has grown to more than 700 boe/day Start up of compressor expansion scheduled for mid November 2008

was delayed until early February 2009 and is expected to add additional production Heavy oil production increases

were driven by drilling
which primarily occurred in third quarter of 2008 Of the 18 18.0 net cased wells drilled

14 14.0 net are producing at expected rates or better 1.0 net is waiting on recompletion and 3.0 net have

declined significantly within months of production and are currently shut-in

Production increased by 48 percent in the fourth quarter of 2008 from the same period last year and reached

4000 boe/day during the quarter due to the Companys drilling activity
at Saxon and Elmworth in the West Central

core area and heavy oil in the Plains core area Later in the fourth quarter and continuing in the first quarter of 2009

the Company has delayed servicing of some heavy oil wells and delayed the drilling of any additional wells subsequent

to the Saxon and Elmworth wells that were drilled in January 2009 As result current production is approximately

3700 boe/day New production from the Elmworth drills plus the start up of additional compression at Elmworth will

help offset production declines and delayed servicing
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PRODUCT PRICES

The first three quarters of 2008 are in contrast to the last quarter of 2008 with respect to commodity price realizations

Rock experienced very strong pricing in the former periods and continual deterioration in prices particularly for oil based

products in the latter period The Company realized its lowest prices over the year in December 2008 of $34.60/boe

versus the highest realized prices of $89.57/boe in July 2008

Heavy oil prices were significantly higher for the year ended 2008 compared to 2007 based on the strength of the first

three quarters while prices in the fourth quarter of 2008 were percent lower than the same period in 2007 The drop in

NTI prices in the fourth quarter were partially
offset by narrower price differentials to Edmonton par pricing 36 percent

in 04 2008 versus 51 percent in 04 2007 WTI prices are currently around US$45/bbl and heavy oil differentials

appeared to have narrowed from December 2008 levels resulting in current estimated heavy oil welllaead price of

$35/bbl compared to $1 9/bbl for December 2008

Canadian natural gas prices for the year and fourth quarter of 2008 were higher than 2007 Similar to oil natural gas

prices were higher for the first three quarters of 2008 as higher U.S prices more than offset the stronger Canadian

dollar during this period However in the fourth quarter of 2008 the weaker Canadian dollar and narrower pricing

differential more than offset the decline in U.S gas prices resulting in higher Canadian gas price than in the fourth

quarter of 2007 Late in the fourth quarter and continuing into 2009 natural gas prices both in the U.S and Canada

have continued to decline as the combination of reduced industrial demand due to poor economy and increased

U.S production from shale gas has more than offset the effect of colder winter and the lack of liquefied natural

gas imports As result storage levels compared to last year have gone from year over year deficit entering the

heating season in November 2008 to surplus currently Canadian natural
gas prices at AECO are currently about

$4.25/mcf approximately 35 percent lower than the $6.60/mcf for December 2008 Rock has not hedged any

commodity prices at this time

IOUAR
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12 Months

Ended

2/3 1/08

12 Months

Ended

12/31/07

Months

Ended

12/31/08

Months

Ended

12/31/07

Quarterly

ChangeChange

Realized Product Prices

Natural gas $/mcf 8.72 6.96 25% 7.27 6.64 9%

Light and medium oil $/bbl 95.86 70.69 36% 57.20 81.66 30%

Heavy oil $/bbl 71.58 41.18 74% 40.17 42.56 6%
NGL $/bbl 74.15 60.00 24% 45.78 67.81 32%

Combined average $/boe 61 63.73 44.93 42% 43.02 45.26 5%

Months Months Months Months

Ended Ended Ended Ended Quarterly

12/31/08 12/31/07 Change 12/31/08 12/31/07 Change

Average Reference Prices

Natural gas Henry Hub

Daily Spot US$/mmbtu 8.88 6.98 27% 6.47 7.01 8%
Natural gas AECO Daily Spot $/mct 8.16 6.45 27% 6.70 6.15 9%

Oil WTI Cushing Oklahoma US$/bbl 99.65 72.31 38% 58.73 90.68 35%

Oil Edmonton Light $/bbl 102.16 76.35 34% 63.21 86.42 27%

Heavy oil Lloydminster blend $/bbl 82.87 51.63 61% 48.61 55.49 12/o

US/CDN$ exchange rate 0.943 0935 1% 0.825 1.019 19%



REENfJE

The vast majority of the Companys revenue is derived from oil and natural gas operations Other income is primarily royalty

interest revenue

12 MonThs 12 Months

Ended Ended

12/31/08 12/31/07

Natural gas 32052 10830

Light and medium oil 6780 5538

Heavy oil 34813 17951

NGL 6493 1724

80138 36042

79

Months Months

Ended Ended Quarterly

Change 12/31/08 12/31/07 Change

196% 7845 3890 102%

22% 889 1547 43%

94% 5681 5180 10%

277% 1255 507 148%

122% 15670 11124 41%

75% 76 12 533%

Oil and natural gas revenue more than doubled for the year ended December 31 2008 over 2007 due to higher

realized prices and production levels For the fourth quarter of 2008 oil and natural gas revenue increased by

41 percent from the same period in 2007 as higher production and higher natural gas prices more than offset the

decrease in oil prices

12 Months 12 Months Months Months

Ended Ended Ended Ended
Quarterly

12/31/08 12/31/07 Change 12/31/08 12/31/07 Change

Royalties 17094 7035 143% 3366 2017 67%

As percentage of oil and natural gas revenue 21.3Io 19.5% 9% 21.6% 18.1% 19%

Per boe 61 13.59 8.77 55% 9.24 8.21 13%

Royalties increased for the year and quarter ended December 31 2008 over the prior year periods due to

higher production levels and higher prices Alberta Royalty Tax Credits ARTC which was cancelled effective

January 2007 impacted the fourth quarter of both 2008 and 2007 The fourth quarter of 2008 included charge

of $72 as result of an ARTC audit on previously acquired properties and the fourth quarter of 2007 included

$459 benefit as companies with off-calendar non-December 31 tax year-ends were allowed to benefit from full

calendar year
of ARTC Without the ARTC benefit the royalty rates for 2007 would have been 22.2 percent for the

quarter and 20.8 percent for the year

OPERATNG EXPENSES

12 Months 12 Months Months Months

Ended Ended Ended Ended
Quarterly

12/31/08 12/31/07 Change 12/31/08 12/31/07 Change

Operating expense 6456 9505 73% 5207 2889 80%

Transportation costs 905 420 4% 251 130 89%

17361 9925 75% 5458 3019 81%

Per boe61 13.81 12.37 1% 14.99 12.28 22%

Other revenue 138
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Operating expenses for the year and quarter ended December 31 2008 increased over 2007 primarily due to higher

production and per unit costs Heavy oil operations experienced increased cost pressures in 2008 as result of higher

fuel trucking and service costs compared to the prior year Fourth quarter 2008 heavy oit operating costs were also

negatively impacted by extremely cold weather in December 2008 which led to higher fuel usage As result heavy

oil per boe operating costs increased in 2008 to $17.60/boe $18.42/boe for the fourth quarter of 2008 from

$12.90/boe in 2007 $13.61/boe for the fourth quarter of 2007 West Central operations tend to have lower

operating costs particularly at Elmworth which helps lower the corporate average per boe Transportation costs

increased as result of the properties acquired at the end of third quarter of 2007

GENERAL AND ADMNSTRATWE GAEXPENSE

12 Months 12 Months Months Months

Ended Ended Ended Ended Quarterly

12/31/08 12/31/07 Change 12/31/08 12/31/07 Change

Gross 4924 4791 3% 1421 1593 1%

Per boe 61 3.92 5.97 34% 3.90 6.48 40%

Capitalized 1592 2004 21% 400 589 32%

Per bee 61 1.27 2.50 49% 1.10 2.39 54%

Overhead recoveries 96 48 100% 30 49 39%

Per bee 61 0.08 0.06 33% 0.08 0.21 62%

Net 3236 2739 18% 991 955 4%

Per boe 61 2.57 3.41 25% 2.72 3.88 30%

GA expense
increased on an absolute basis in 2008 over 2007 but declined on per boe basis Costs increased due

to the higher overall cost environment as well as consulting costs associated with higher activity
levels In the fourth

quarter of 2008 the Company recorded $59 of bad debt expense related to prior acquisitions Rock capitalizes certain

GA expenses based on personnel involved in exploration and development initiatives including salaries and related

overhead costs

NTERE EXPENSE

Months Months Months Months

Ended Ended Ended Ended Quarterly

12/31/08 12/31/07 Change 12/31/08 12/31/07 Change

Interestexpense 1565 1157 35% 331 417 21%

Per boe61 1.24 1.44 14% 0.91 1.70 46%

Interest expense
increased for the year ended 2008 over the 2007 period due to higher average

bank debt

$31.4 million for 2008 versus $18.5 million for 2007 partially offset by lower interest rates For the fourth quarter of

2008 lower average interest rates more than offset the increase in average bank debt $32.6 million for fourth quarter

of 2008 versus $26.2 million for the fourth quarter of 2007 resulting in lower interest expense Bank debt increased as

capital expenditures excluding acquisitions exceeded funds from operations and were funded through the Companys

bank facility
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DEPLE11ON DE RECA1ION AND ACCRETION DDA
12 Months 12 Months Months Months

Ended Ended Ended Ended Quarterly

12/31/08 12/31/07 Change 12/31/08 12/31/07 Change

Depletion and depreciation expense 27849 13989 99% 7734 5021 54%

Per boe 61 22.15 17.44 27% 21.24 20.42 4%

Accretion expense 260 154 69% 71 48 48%

Per boe 61 0.21 0.19 0.19 0.20 5%

Depletion and depreciation expense for the year and quarter ended December 31 2008 increased over the prior year

periods due to higher production and higher cost reserve additions in 2008 The Company spent relatively more capital

in the West Central core area including approximately $14 million of infrastructure costs which tends to have higher

cost reserve additions than the Plains core area

The Companys asset retirement obligation ARO represents the present value of estimated future costs to be incurred

to abandon and reclaim the Companys wells and facilities The discount rate used is percent

Accretion represents the change in the time value of ARO The underlying ARO may be increased over period

based on new obligations incurred from
drilling wells constructing facilities or acquiring operations Similarly this

obligation can also be reduced as result of abandonment work undertaken and reducing future obligations During

the year ended December 31 2008 capital programs net of dispositions increased the underlying ARO by $491

December 31 2007 $1592 and actual expenditures on abandonments were $94 December 31 2007 $nil

The Company pays Saskatchewan resource capital taxes based on its production in the province Rock does not

have current income tax payable and does not expect to pay current income taxes in 2009 as the Company and its

subsidiaries had estimated resource and other pools available at December31 2008 after the allocation of deferred

partnership income of approximately $1 14.7 million as set out below

CEE

CDE

COG RE

UCC

Loss carry-forwards

Other

Total

28.2 million

34.6 million

10.5 million

29.5 million

10.9 million

1.0 million

114.7 million
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FUNDS FROM OPERATONS AND NET NCOME/LOSS
Months Months Months Months

Ended Ended Ended Ended Quarterly

12/31/08 12/31/07 Change 12/31/08 12/31/07 Change

Funds from operations 40747 15189 68% 5516 4735 6%

Per boe 61 32.40 18.93 71% 15.15 19.26 21%

Per share

Basic 1.57 0.72 18% 0.21 0.18 17%

Diluted 1.57 0.72 18% 0.21 0.18 17%

Net income loss 1891 561 237% 2083 290 818%

Per boe 61 1.50 0.70 4% 5.72 1.18 585%

Per share

Basic 0.07 0.03 133% 0.08 0.01 900%

Diluted 0.07 0.03 133% 0.08 0.01 900%

Weighted average shares outstanding

Basic 25885 21239 22% 25900 25847 0%

Diluted 25923 21239 22% 25900 25847 0%

The Company issued 6.1 million shares at September 28 2007 to acquire Greenbank Energy Ltd which is the primary

reason for the increase in weighted average shares outstanding for 2008 versus 2007

Funds from operations for the year ended December 31 2008 more than doubled over 2007 as production
and price

increases more than offset the increase in royalties operating GA and interest costs On per boe basis 2008 funds

from operations increased by 71 percent from 2007 primarily for the same reasons except for the reduction in GA and

interest costs For the fourth quarter of 2008 funds from operations increased by 16 percent on an absolute basis from

the prior years periods primarily as the increase in production more than offset the increase in royalties and GA costs

and decreases in prices On per
boe basis funds from operations for the fourth quarter of 2008 decreased 21 percent

from the prior year due to lower prices higher royalties and operating costs partially
offset by decrease in GA and

interest costs On per share basis funds from operations increased 118 percent in 2008 versus 2007 and increased

percent in the fourth quarter of 2008 over the same quarter in 2007 The Company posted 237 percent increase

in net income for the year ended 2008 versus 2007 despite higher depletion expense combined with the write-off of

goodwill in the third quarter Higher depletion expense caused Rock to post net loss for the fourth quarter of 2008

compared to net income for the prior year period
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APrTJ FXPENDTURES

Months Months Months Months

Ended Ended Ended Ended
Quarterly

$thousands 12/31/08 12/31/07 Change 12/31/08 12/31/07 Change

Land 5688 3723 52% 887 457 94%

Seismic 1614 1359 19% 487 56 777%

Drilling
and completions 28004 15799 68% 8407 4801 51%

Facilities natural gas gathering systems 14095 1584 l932% 88 1431 l3%

Capitalized GA 1592 2004 21% 400 589 32%
Total operations 50993 24469 108% 10093 7334 38%

Property acquisitions dispositions 1243 28127 04% nil nil n/a

Well site facilities inventory 344 94 266% 833 19 4381%

Office equipment 78 1012 92% 173 102%
Total net of acquisitions and dispositions 50172 53702 7% 9256 7488 24%

Note items have been reclassified from drilling and completon costs to facilities and natural gas gathering systems to better reflect

spending categories

Property acquisitions
for 2007 have been restated from the third

quarter
2007

report to be presented as the amount allocated to property

plant and equipment versus the consideration paid

Capital expenditures for operations more than doubled for the year ended December 31 2008 compared to 2007

as Rock drilled 3324.3 net wells in 2008 versus 1612.2 net wells in 2007 Facilities and natural gas gathering

expenditures also increased due to the compression and pipeline facilities that were constructed and brought

on-stream at Saxon in the first half of 2008 and due to the completion of tie-in operations in the Musreau and Kakwa

areas in the first quarter of 2008

Plains core area drilling is broken down as follows over the last two years

2008 2007

Heavy oil 1818.0 net 88.0 net

Natural gas nil 0.9 net

Dry hole 1.0 net 11.0 net

Total 19.0 net 10 9.9 net

All of the heavy oil wells were placed on production in 2008 which increased production from 1140 bbl/day in January

2008 to 1440 bbl/day in December 2008



West Central core area drilling is broken down as follows over the last two years

2008 2007

Saxon
1.0 net 1.0 net

Tony Creek
0.9 net nil

Girouxville

0.9 net nil

Musreau/Kakwa
0.2 net 0.9 net

Markerville
0.2 net nil

Elmworth
2.1 net 0.3 net

Dry hole

nil 0.1 net

Total
14 5.3 net 2.3 net

Rock operated 2.5 net of the West Central wells in 2008 compared to 1.3 net wells in 2007 All of the wells

drilled in 2008 were brought on-stream in 2008 except for 0.6 net Elmworth wells which were delayed until

the first quarter
of 2009 behind compression expansion

West Central core area production has increased from

1070 boe/day in January 2008 to 2300 boe/day in December 2008 with the majority of the production increase

coming from Saxon and Elmworth

Land and seismic expenditures increased in 2008 versus 2007 as the Company added undeveloped acreage and

acquired seismic at Elmworth and Saxon in the West Central core area and in the Plains core area Total net capital

expenditures
decreased to $50.2 million in 2008 versus $53.7 million in 2007 as minor non-core property dispositions

were completed in 2008 versus the acquisition of Greenbank in 2007

Rocks current approved capital budget for 2009 projects spending of $15 million In 2009 funds from operations is

expected to be approximately $1 7.5 million Approximately 30 percent of the capital budget is expected to be spent in

the first four months of the year with the majority of these costs already incurred at Saxon The balance of the budget

is expected to be spent after spring break-up with almost half it being spent in the third quarter of 2009 At year-end

2008 Rock had debt of $39 million against bank lines of $51 million The Companys debt-to-funds from operations

ratio was 0.91 at year-end based on annual 2008 results however this ratio has risen to 1.751 based on annualized

fourth quarter funds from operations
The ratio is expected to rise again in 2009 to approximately

2.91 in the first

quarter but falling
to 1.71 in the fourth quarter and averaging

2.11 on an annual basis based on current projections

The projected debt-to-funds from operations ratio is higher than our target of 1.51 as commodity prices have fallen

significantly since the third quarter of 2008 and Rocks wellhead prices have decreased over 50 percent from high

of $89.57/boe in July 2008 to $34.60/boe in December 2008 As result we plan to restrict capital expenditures

to be less than funds from operations
which should reduce bank debt from year-end 2008 levels Should commodity

prices fall below our current projections we would look at reducing capital expenditures
further and expect to shut-in

operations
that are not producing positive field netback
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The Company has demand operating loan facility with Canadian chartered bank The
facility is subject to the banks

valuation of the Companys oil and natural
gas assets and the credit currently available is $51 million The

facility bears

interest at the banks prime rate or at the
prevailing bankers acceptance rate plus an applicable bank fee which varies

depending on the Companys debt-to-funds from operations ratio The
facility

also bears standby charge for undrawn

amounts The
facility

is secured by first ranking floating charge on all real property of the Company its subsidiary and

partnership and general security agreement The next annual review for the
facility is scheduled to be completed by

April 30 2009 As at March 11 2009 approximately $32.8 million was drawn under the
facility

SELECTED ANNUAL DATA

The following table provides selected annual information for Rock

12 Months 12 Months 12 Months

Ended Ended Ended

12/31/08 12/31/07 12/31/06

Production boe/d
3436 2198 2098

Oil and natural gas revenues $000 80138 36042 33156

Average realized price $/boe
63.73 44.93 43.27

Royalties $/boe
13.59 8.77 8.98

Operating expense $/boe
13.81 12.37 12.08

Field netback $/boe
36.33 23.79 22.21

Net GA expense $000 3236 2739 2278
Stock-based compensation $000 1158 931 1188
Funds from operations $000 40747 15189 13867

Per share basic
1.57 0.72 0.71

Persharediluted
1.57 0.72 0.71

Net income loss
1891 561 884

Per share basic
0.07 0.03 0.05

Per share diluted
0.07 0.03 0.05

As at Asat Asat

12/31/08 12/31/07 12/31/06

Total assets
150510 130495 85380

Total liabilities

61488 44301 24901

34
ID



SELECTED QUARTERLY DATA

The following table provides selected quarterly information for Rock

Months Months Months Months Months Months Months Months

Ended Ended Ended Ended Ended Ended Ended Ended

12/31/08 09/30/08 06/30/08 03/31/08 12/31/07 09/30/07 06/30/07 03/31/07

Production boe/d 3959 3526 3454 2798 2672 1965 2036 2114

Oil and natural

gas revenues $000 15670 24424 24756 15294 11124 8106 8279 8553

Average realized

price $/boe 43.02 75.27 78.80 60.06 45.26 44.85 44.66 44.84

Royalties $/boe 9.24 16.02 16.53 13.11 8.21 9.18 9.23 8.66

Operating expense

$/boe 14.99 13.08 14.26 12.48 12.28 12.38 12.10 12.75

Field netback $/boe 18.79 46.17 48.01 34.47 24.77 23.29 23.33 23.43

Net GA expense

$000 991 687 765 793 955 528 530 726

Stock-based

compensation $000 239 312 315 292 216 207 241 267

Funds from

operations $000 5516 13906 13785 7540 4735 3397 3536 3521

Per share basic 0.21 0.54 0.53 0.29 0.18 0.17 0.18 0.18

Persharediluted 0.21 0.53 0.53 0.29 0.18 0.17 0.18 0.18

Net income loss

$000 2083 1266 4020 1220 290 15 117 373

Per share basic 0.08 0.05 0.16 0.05 0.01 0.00 0.01 0.02

Persharediluted 0.08 0.05 0.15 0.05 0.01 0.00 0.01 0.02

Capital expenditures

$000 9256 18174 6345 16398 7488 8367 2552 7184

As at As at As at As at As at As at As at As at

12/31/08 09/30/08 06/30/08 03/31/08 12/31/07 09/30/07 06/30/07 03/31/07

Total debt $000 38622 34903 30528 37933 29072 26589 15268 16242

Total debt includes bank debt and any working capital deficiency
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Production for the fourth quarter of 2008 increased 12 percent over the
preceding quarter and has continued to grow

since the third quarter of 2007 mostly due to our
drilling program and in part to the Greenbank acquisition completed at

the end of the third quarter of 2007 During the course of 2008 the Company has been successful at increasing heavy
oil production in our Plains core area and natural gas and NGL production in our West Central core area particularly

at Saxon and Elmworth The field netback for the first three quarters of 2008 almost doubled levels achieved in 2007

primarily due to strong commodity prices The rapid decline of commodity prices in the fourth quarter of 2008 caused

the field netback to fall below 2007 levels Royalties reflected increases in revenues but remained
fairly constant at

about 21 percent average rate Operating costs pressures were experienced particularly for trucking fuel and well

servicing costs for heavy oil and were higher on per boe basis GA expenses are generally higher in the fourth

quarters of
any particular year due to costs associated with year-end reporting In 2008 GA expenses were higher

than in 2007 due to increased
activity levels but lower on per boe basis Funds from operations on an absolute and

per share basis improved with higher production and stronger field netbacks for the first three quarters of 2008 Net

income on an absolute and per share basis improved in the first half of 2008 over 2007 levels based on higher funds

from operations In the last half of 2008 the Company reported net losses as result of $5.7 million write down of

goodwill in the third quarter due to equity market conditions and higher depletion expenses

Net capital expenditures excluding acquisitions and dispositions essentially doubled in 2008 over 2007 levels due to

increased
drilling activity land acquisitions and seismic operations in both our core areas Negative working capital also

increased in 2008 over the previous quarter as capital spending exceeded funds from operations in all quarters of 2008

except the second quarter due to spring break-up conditions

Rocks reserves have been independently evaluated by GLJ Petroleum Consultants Ltd GLJ at year-end 2008 This is

the fifth year that GLJ has evaluated the Companys reserves The reserves as at December 312008 and 2007 have

been evaluated in accordance with National Instrument 51-101 Standards of Disclosure for Oil and Gas Activities

NI 51-101 The following tables provide reconciliation of the Companys reserves between year-end 2008 and

year-end 2007 on gross basis before deducting royalties and without including any royalty interest gross interest

Rocks gross interest reserves at year-end 2008 are 5.8 million boe of proved reserves and 10.2 million boe of proved

plus probable reserves The growth in gross interest reserves resulted from oil and natural gas operations net of

revisions which added 1.8 million boe of proved reserves and 2.1 million boe of proved plus probable reserves Proved

producing reserves have increased to 46 percent of proved plus probable reserves on gross interest basis at year-end
2008 from 38 percent at year-end 2007 as significant amount of capital was spent developing proved reserves and

proving up probable reserves particularly in the West Central core area The breakdown of reserves on commodity
basis has changed slightly on proved plus probable basis from 2007 to 2008 with heavy oil now comprising
46 percent of reserves up from 40 percent in 2007 and natural

gas comprising 45 percent of reserves down from

50 percent in 2007 During 2008 the Company sold 0.05 million boe of proved and 0.07 million boe of proved plus

probable gross interest reserves
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RESERVES RECONCILIATION

The following table is reconciliation of Rocks gross interest reserves at December 31 2008 using GUs forecast

pricing and cost estimates as at December 31 2008

Plus
Plus

Proved Probable Proved Probable Proved

Factors mbbls mbbls mbbls mbbls mbbls

December 312007 383 572 207 360 2275

Additions1 48 67 1000

Technical revisions 29 115 227 230 185

Acquisitions

Dispositions

Production 71 71 88 88 486

Heavy Oil Natural Gas Total Oil Equivalent

Proved Proved

Plus Plus Plus

Probable Proved Probable Proved Probable

mbbls mmcf mmcf mboe mboe

3764 14717 27677 5318 9309

1741 2487 3589 1462 2406

346 2068 359 231

309 418 53 72

486 3667 3667 1258 1258

RESERVES AND NET PRESENT VALUE FORECAST PRICES AND COSTS

The following tables summarize Rocks remaining gross
interest reserves volumes along with the value of future net

revenue utilizing
GUs forecast pricing and cost estimates as at December31 2008

RECONCILIATION OF COMPANY GROSS INTEREST RESERVES BY PRINCIPAL PRODUCT TYPE

FORECAST PRICES AND COSTS

Light
and Medium Oil NGL

Proved Proved Provad

December 31 2008 284 386 392 567 2603 4673 15295 27173 5828 10154

Additions include discoveries extensions infill drilling
and improvedrecovery

Technical revisions include technical revisions and economic factors

Note Figures may not add due to rounding mbbl 1000 bbl mmcf 1000 mcf mboe 1000 boe

RESERVES

Light and
Total

Medium Oil NGL Heavy Oil Natural Gas Oil Equivalent

Reserves Category mbbl mbbl mbbl mmcf mboe

Proved

Proved producing
263

Proved non-producing
20

Proved undeveloped

Total proved
283

Probable additional 103

Total proved plus probable
386

335 1963 12779 4692

12 156 1170 383

44 485 1345 753

392 2603 15295 5828

175 2070 1878 4327

567 4673 27173 10154

Note Figures may not add due to rounding mbbl1 000 bbl mmcf1 000 mcf mboe 1000 boo



NET PRESENT VALUE OF FUTURE NET REVENUE

$000 Before Income Taxes Discounted at per year

Reserves Category 10 15

After Income Taxes Discounted at per year

20 10 15 20

Proved

Proved

producing 135106 114195 99586 88764 80395 129769 110505 96923 86779 78876

Proved

non-producing 10106 7522 5965 4909 4141 7702 5692 4523 3744 3183

Proved

undeveloped 13657 10361 8031 6326 5043 10175 7504 5643 4299 3300

Total proved 158870 132077 113582 100000 89579 147646 123701 107089 94822 85538

Probable additional 116782 83892 63884 50497 40955 87107 61954 46686 36501 29089
Total proved

plus probable 275652 215969 177466 150496 130534 234753 185655 153775 131323 114627

Note Figures may not add due to rounding

PRICING ASSUMPTIONS

The following benchmark prices inflation rates and exchange rates were used by GLJ for the forecast prices and costs

evaluation

SUMMARY OF PRICING AND COST RATE ASSUMPTIONS AT DECEMBER 31 2008 FORECAST PRICES AND COSTS

Natural

Oil NGL Gas

Edmonton Cromer Hardisty Cost

WTI Reference Medium Hea Edmonton Edmonton Edmonton US$/Cdn$ Inflation

Cushing Pnce 29 API 12 API Propane Butane Pentane Ethane AECO-C Exchange Rate

Year US$/bbl $/bbl $/bbr $/bbl $/bbl $/bbl $/bbl $/bbl $/mcf Rate %/year

2009 57.50 68.61 59.00 43.10 43.22 52.14 69.98 25.55 7.58 0.825

2010 68.00 78.94 68.68 49.76 49.73 61.57 80.52 26.80 7.94 0.850

2011 74.00 83.54 73.52 54.35 52.63 65.16 85.21 28.19 8.34 0.875

2012 85.00 90.02 80.01 59.23 57.28 70.92 92.74 29.43 8.70 0.925

2013 92.01 95.91 84.40 62.54 60.42 74.81 97.82 30.27 8.95 0.950

2014 93.85 97.84 86.10 63.82 61.64 76.32 99.80 30.94 9.14 0.950

2015 95.73 99.82 87.84 65.13 62.89 77.86 101.81 31.62 9.34 0.950

2016 97.64 101.83 89.61 66.46 64.15 79.43 103.87 32.31 9.54 0.950

2017 99.59 103.89 91.42 67.83 65.45 81.03 105.97 33.02 975 0.950

2018 101.59 105.99 93.27 69.22 66.77 82.67 108.10 33.74 9.95 0.950

2019 2%/yr 2%/yr 2%/yr 2%/yr 2%/yr 2%/yr 2%/yr 2%/yr 2%/yr 0.950
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FINDING DEVELOPMENT AND ACQUISITION COSTS

The following table summarizes Rocks finding development and acquisition costs for the years ended December31 2008

2007 and 2006 including future development costs

months months months

ended ended ended Year

Dec 31 Dec 31 Dec 31 Cumulative

2008 2007 2006 Total

Oil and Natural Gas Operations

Proved finding and development costs

Capital expenditures $000 50939 241 32907 108009

Change in future capital costs $000 2948 3501 2939 3492

Total capital
$000 47991 27664 35846 111501

Reserve additions mboe 1462 949 2181 4592

Proved finding and development costs $/boe 32.82 29.15 16.44 24.28

Proved plus probable finding and development costs

Capital expenditures $000 50939 24163 32907 108009

Change in future capital
costs $000 3106 3930 7986 15022

Total capital $000 54045 28093 40893 123031

Reserve additions mboe 2406 1506 3624 7536

Proved plus probable finding and development costs $/boe 22.46 18.66 .28 16.33

Acquisitions/Dispositions

Proved finding and development costs acquisitions dispositions

Capital expenditures $000 1190 28524 30878 3544

Change in future capital costs $000 17 4136 2400 1719

Total
capital $000 1207 32660 33278 1825

Reserve additions mboe 53 971 1042 125

Proved finding and development costs $/boe 22.59 33.64 31.94 14.65

Proved plus probable finding and

development costs acquisitions dispositions

Capital expenditures $000 1190 28524 30878 3544

Change in future capital
costs $000 17 11417 2400 9000

Total capital $000 1207 39941 33278 5456

Reserve additions mboe 72 1898 1406 419

Proved plus probable finding and development costs $/boe 16.69 21.05 23.67 13.01

Total Activities

Proved finding and development costs

Capital expenditures $000 49750 52687 2029 104465

Change in future capital
costs $000 2965 7637 539 521

Total capital $000 46785 60324 2568 109676

Reserve additions 3mboe 1768 1643 1279 4690

Total proved finding and development costs $/boe 26.46 36.72 2.01 23.39

Proved plus probable finding and development costs

Capital expenditures $000 49750 52687 2029 104465

Change in future capital costs $000 3089 15347 5586 24022

Total capital $000 52839 68034 7615 128487

Reserve additions mboe 2103 2786 2153 7042

Total proved plus probable finding and development costs $/boe 25.13 24.42 3.54 18.24

Capital expenditures include capitalized
G.A which has been allocated between oil and natural gas operations and acquisitions

and

exclude purchases of equipment still held in inventory and administrative capital expenditures

Reserve additions exclude revisions

Reserve additions include revisions

The aggregate of the exploration
and development costs incurred in the most recent financial year

and the change during
that year in estimated

future development costs generally
will not reflect total finding

and development costs related to reserve additions for that year
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Finding development and acquisition FDA costs are broken down according to oil and natural gas operations

acquisitions and dispositions and total activities Oil and natural gas operations include all capital activities in which the

Company participated including operations on the acquired properties after their respective closing dates but exclude

reserve revisions FDA costs on the acquired properties are based on the reserve evaluation as at each respective

year end less new reserves from operations post closing and were increased by the amount of production from the

closing date to December 31 of the respective year to provide an estimate of the reserves purchased FDA costs on

the disposed properties are based on the reserve evaluation as at December 31 of the year prior to the closing date

and were decreased by the amount of production to the closing date FDA costs for total activities include operations

acquisitions dispositions and reserve revisions

Finding and development costs on operations increased in 2008 compared to 2007 and 2006 as Rock spent more

capital in the higher cost West Central core area versus the relatively less expensive Plains core area and increased

land expenditures over prior years Capital spending in the West Central core area includes $14 million for infrastructure

spending at Saxon and Musreau/Kakwa Reserve bookings increased at Saxon based on well performance however

Musreau/Kakwa wells have not performed as well as expected New reserve bookings at Elmworth have been

lower than expected but there is little production history with these wells and we do expect some upward revisions

in the future FDA costs for the West Central core area have been higher than expected in part due to the high

infrastructure component and lower initial reserve bookings at Elmworth based on early results In the Plains core

area remediation efforts to solve the
gas migration issue at our Edam heavy oil property were slowed by the industry

approval process As result only one of the three affected wells was on production for significant amount of

time in 2008 second well was placed on production late in 2008 and third well should be on production in

mid 2009 Production from the first remediated well has been more encouraging lately and Management still

believes more reserves will ultimately be recoverable at Edam In addition Rock started to experience higher water

cuts in some wells at our Upgrader heavy oil property and negative reserve revision has been booked as result

Longer term well performance will be required to determine ultimate recovery Of the heavy oil wells drilled in 2008
15.0 net have reserves assigned as expected however 3.0 net wells experienced production issues within

months after completion have no reserves assigned to them FDA costs for the Plains core area are generally in line

with our expectations Overall FDA costs for 2008 are high On three year basis the FDA costs are more reflective

of the progress made in growing the Company and generate recycle ratios FDA divided by operating netback of

1.81 for operations and 1.61 overall

The following table summarizes Rocks land holdings as at December 312008 and 2007

acres De 31 2008 Dec 31 2007 Change

Developed Gross 81091 87882 8%
Net 30739 32406 5%

Undeveloped Gross 135573 135069 00/s

Net 80574 61718 31%
Total Gross 216664 222951 3%

Net 111313 94123 l8%
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tT ASSIFT VM.UE

The following table summarizes Rocks net asset value and net asset value per
share as at December 31 2008 and

December31 2007

$000 except number of share and net asset value per share Dec 31 2008 Dec 31 2007 Change

Proved plus probable reserves
177466 152420 20%

Undeveloped land
15425 13380 15%

Working capital including debt
38622 29094 33%

Netassetvalue
154269 136706 16%

Year-end shares outstanding 000 25900 25878 0%

Net asset value per share
5.96 5.28 6%

Option proceeds
5390 7893 32%

Net asset value
59659 144599 4%

Fully
diluted shares outstanding 000 27644 28185 2%

Net asset value per share fully diluted 5.78 5.13 6%

Proved plus probable reserves value is based on the net present value of future net revenue from gross reserves us ng GLJ Petroleum

Consultants Ltds January 2008 and 2007 forecast pricing
and costs estimates and using

discount rate at 10 percent Net present

value of future net revenue does not represent fair market value

Reserve values are based on the new Alberta royalty regime for year-end 2008 and the existing
Alberta royalty regime for year-end 2007

Note the range of reserve values for 2007 under high and low royalty assumption case for the new Alberta royalty regime was $144747

to $1 52420 as disclosed in the 2007 Annual Report

Undeveloped land value is based on the actual cost of land purchased at land sales land acquired from ELM/Optimum/Qwest in the

second quarter
of 2005 has been valued at $100 per acre and land acquired through the Greenbank acquisition in the third quarter

of

2007 has been valued at $200 per acre

In the course of its business the Company enters into various contractual obligations including the following

royalty agreements

processing agreements

right-of-way agreements
and

lease obligations for office premises

Obligations with fixed term are as follows

2009 2010 2011 2012 2013

Office premise
leases

828 828 828 552 nil

Processing agreements
360 288 238 159 nil

Demand bank loan

Ai
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At December 31 2008 and to date Rock had 25889843 common shares outstanding At December 31 2008 the

Company had 1744204 stock options outstanding with an average exercise price of $3.09 per share As of the date

hereof Rock has 1688871 options outstanding

Rock does not have any special-purpose entities nor is it party to any arrangement that would be excluded from the

balance sheet

The Company has not entered into any related-party transactions during the reporting period

The Companys Chief Executive Officer and Chief Financial Officer have designed or caused to be designed under

their supervision disclosure controls and procedures to provide reasonable assurance that material information

relating to the Company is made known to the Companys Chief Executive Officer and Chief Financial Officer
by others

particularly during the period in which the annual and interim
filings are being prepared and ii information

required to

be disclosed by the Company in its annual filings interim
filings or other reports filed or submitted by it under securities

legislation is recorded processed summarized and reported within the time period specified in securities legislation

Such officers have evaluated or caused to be evaluated under their supervision the effectiveness of the Companys
disclosure controls and procedures at the financial year-end of the Company and have concluded that the Companys
disclosure controls and procedures are effective at the financial year-end of the Company for the foregoing purposes
All cOntrol systems by their nature have inherent limitations and therefore Rocks disclosure controls and procedures

are believed to provide reasonable but not absolute assurance that

the communications by the Company with the public are timely factual and accurate and broadly disseminated in

accordance with all applicable legal and regulatory requirements

non-publicly disclosed information remains confidential and

trading of the Companys securities by directors officers and employees remains in compliance with applicable

securities laws



fIITERIf AL CORTROL OVER HNANCfAL REPORTNO

The Companys Chief Executive Officer and Chief Financial Officer have designed or caused to be designed under

their supervision internal control over financial reporting
to provide

reasonable assurance regarding
the reliability of the

Companys financial reporting and the preparation
of financial statements for external purposes in accordance with the

Canadian GAAP Such officers have evaluated or caused to be evaluated under their supervision
the effectiveness

of the Companys internal control over financial reporting at the financial year end of the Company and concluded

that the Companys internal control over financial reporting is effective at the financial year
end of the Company for

the foregoing purpose

The Company is required to disclose herein any change in the Companys internal control over financial reporting

that occurred during the period beginning on October 2008 and ended on December 31 2008 that has materially

affected or is reasonably likely
to materially affect the Companys internal control over financial reporting

No material

changes in the Companys internal control over financial reporting were identified during such period that has materially

affected or are reasonably likely
to materially affect the Companys internal control over financial reporting

It should be noted control system including the Companys disclosure and internal controls and procedures no matter

how well conceived can provide only reasonable but not absolute assurance that the objectives of the control system

will be met and it should not be expected that the disclosure and internal controls and procedures
will prevent

all errors

or fraud

As of January 2008 the Company adopted new policies to implement the pronouncements from the Canadian

Institute of Chartered Accountants CICA in respect of capital disclosures and financial instruments presentation

and disclosures The new standard for capital disclosures requires disclosure on objectives policies and processes

for managing capital The new standard for financial instruments places increased emphasis and disclosure on the

nature and extent of risks arising from financial instruments and how they are managed The application of these

policies did not result in changes to amounts reported in the consolidated financial statements for the period ended

December 31 2008

NEW ACLOUN 1N PRONOUNCLMEN 15

GOODWILL AND INTANGIBLE ASSETS

The CICA in February 2008 issued CICA Handbook section 3064 Goodwill and Intangible Assets and amended

section 1000 Financial Statement Concepts clarifying the criteria for recognition of assets intangible assets and

internally developed intangible assets Items that no longer meet the definition of an asset are no longer recognized

with assets

Rock will adopt this section effective January 2009
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INTERNATIONAL FINANCIAL REPORTING STANDARDS
In February 2008 the CICA confirmed the implementation of International Financial Reporting Standards IFRS
as part of Canadian GAAP The adoption of IFRS in Canada will result in significant changes to current

Canadian GAAP and to financial reporting practices followed by Rock IFRS
accounting standards are to be

implemented for years beginning after December 31 2010 Rock will be required to adopt the standard for the
year

beginning January 12011

Rock has participated in an industry task force which has dentified issues helped understand the new accounting

policies and the choices that can be made and provided guidance regarding the adoption of IFRS for the oil and natural

gas industry In order to transition to IFRS the Company will have to adopt new accounting policies procedures and

reporting standards As part of this process Rock will have to transition from the full cost method of accounting which

the Company currently follows to method acceptable under IFRS At minimum IFRS will require the Company
to identify new units of account and cash generating units at more finite level than under full cost accounting
and will also require asset impairment testing at the new unit levels Setting new IFRS accounting policies and the

identification of cash generating units will begin in the second quarter of 2009 but not
likely completed until the

fourth quarter of 2009 It is
likely

Rock will need to put in place new accounting system in order to more effectively

handle IFRS accounting procedures Rock will begin to investigate new systems in the second quarter of 2009 with

the intent of having new system in place and operating by January 2010
Currently IFRS is proposing an amendment

that if successful would allow Canadian companies using the full cost method of accounting for exploration and

development activities to utilize their independent reserve report to allocate certain property plant and equipment

costs to newly defined units of account at the time of transition to IFRS The proposed amendment would significantly

reduce the amount of work required to transition the Company to IFRS The Company intends to have an opening
balance sheet that is IFRS compliant for January 2010 at which point both IFRS and Canadian GAAP compliant
financial statements will be maintained in order to facilitate full IFRS compliant reporting effective January 2011
Rock will have in-house staff attend training courses specific to IFRS adoption and policies Rock may engage
external consultants to help with the transition and adoption of IFRS

BUSINESS COMBINATIONS

In January 2009 the CICA issued new standards for Business Combinations This standard is effective

January 2011 and applies prospectively to business combinations for which the acquisition date is on or after the

first annual reporting period beginning on or after January 2011 for the Company Early adoption is permitted
This standard replaces Business Combination and harmonizes the Canadian standards with IFRS This standard was
amended to require additional use of fair value measurements recognition of additional assets and

liabilities and

increased disclosure Adopting this standard is expected to have significant impact on the way the Company accounts

for future business combinations
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CRfTfCAL ACCOLJN1G ESIIMA7ES

summary of the Companys significant accounting policies is contained in note to the audited consolidated financial

statements These accounting policies are subject to estimates and key judgements about future events many of which

are beyond Rocks control The following is discussion of the accounting estimates that are critical to the financial

statements

Oil and Natural Gas Accounting Reserves Recognition Rock retained independent petroleum engineering

consultants GLJ Petroleum Consultants Ltd GLJ to evaluate its oil and natural gas reserves prepare an evaluation

report and report to the Companys Reserves Committee The process of estimating oil and natural gas reserves is

subjective and involves significant number of decisions and assumptions in evaluating available geological geophysical

engineering and economic data These estimates will change over time as additional data from ongoing development

and production activities becomes available and as economic conditions affecting oil and natural gas prices and costs

change Reserves can be classified as proved probable or possible
with decreasing levels of certainty to the likelihood

that the reserves will be ultimately produced

Oil and Natural Gas Accounting Full Cost Accounting Under the full cost method of accounting for exploration

and development activities all costs associated with these activities are capitalized The aggregate net capitalized costs

and estimated future abandonment costs less estimated salvage values are amortized using the unit-of-production

method based on estimated proved oil and natural gas reserves resulting in depletion expense
The depletion expense

is most affected by the estimate of proved reserves and the cost of unproved properties Unproved costs are reviewed

quarterly to determine if proved reserves have been established at which point the associated costs are included in the

depletion
calculation Changes to any of these estimates may affect Rocks earnings

Under the full cost method of accounting the Companys investment in oil and natural gas assets is evaluated at least

annually to consider whether the investment is recoverable and the carrying amount does not exceed the value of the

properties process
known as the ceiling test The carrying value of oil and natural gas properties

and production

equipment is compared to the sum of undiscounted cash flows expected to result from Rocks proved reserves If

the carrying value is not fully recoverable the amount of impairment is measured by comparing the carrying value of

property and equipment
to the estimated net present

value of future cash flows from proved plus probable reserves

using risk-free interest rate Any excess carrying value above the net present
value of the future cash flows is

recorded as permanent impairment Reserve revenue royalty and operating cost estimates and the timing of future

cash flows are all critical components of the ceiling test Revisions of these estimates could result in write-down of

the carrying amount of oil and natural gas properties

45



Asset Retirement Obligations The Company recognizes the estimated fair value of an asset retirement obligation

ARO in the period in which it is incurred as liability and records
corresponding increase in the carrying value of

the related asset The future asset retirement obligation is an estimate based on the Companys ownership interest

in wells and facilities and reflects estimated costs to complete the abandonment and reclamation as well as the

estimated timing of the costs to be incurrqd in future periods Estimates of the costs associated with abandonment and

reclamation activities require judgement concerning the method timing and extent of future retirement activities The

capitalized amount is depleted on unit-of-production method over the life of the proved reserves The
liability amount

is increased each reporting period due to the
passage of time and this accretion amount is charged to earnings in the

period Actual costs incurred on settlement of the ARO are charged against the ARO Judgements affecting current and

annual expense are subject to future revisions based on changes in technology abandonment
timing costs discount

rates and the regulatory environment

Stock-Based Compensation Stock options issued to employees and directors under the Companys stock option

plan are accounted for using the fair value method of accounting for stock-based compensation The fair value of the

option is recognized as stock-based compensation expense and contributed surplus over the vesting period of the

option Stock-based compensation expense is determined on the date of an option grant using the Black-Scholes

option pricing model The Black-Scholes pricing model requires the estimation of several variables including estimated

volatility of Rocks stock price over the life of the option estimated option forfeitures estimated life of the option
estimated risk-free rate and estimated dividend rate change to these estimates would alter the valuation of the option

and would result in different related stock-based compensation expense

Rock is exposed to number of business risks some of which are beyond its control as are all companies in the oil and

gas exploration and production industry These risks can be categorized as operational financial and regulatory

Operational risks include generating finding and developing and acquiring oil and natural gas reserves on an economical

basis including acquiring land rights or gaining access to land rights reservoir production performance marketing

production hiring and retaining employees and accessing contract services on cost-effective basis Rock attempts
to mitigate these risks by employing highly qualified staff and operating in areas where employees have expertise In

addition the Company outsources certain activities to be able to lever industry expertise without having the burden of

hiring full-time staff given the current scope of operations Typically the Company has outsourced the marketing and

certain
engineering and land functions Rock is attempting to acqufre existing oil and natural

gas operations however
Rock will be competing against many other companies for such operations many of which will have greater access to

resources As small company gaining access to contract services may be difficult given the competitive nature of the

industry but Rock will attempt to mitigate this risk by utilizing existing relationships

Financial risks include
commodity prices the U.S/Canadian dollar exchange rate and interest rates all of which are

largely beyond the Companys control Currently Rock has not used
any financial instruments to mitigate these risks

The Company would consider using these financial instruments depending on the operating environment The Company
also will require access to capital Currently Rock has debt

facility in place and intends to use its debt capacity in

the future in conjunction with capital expenditures including acquisitions It intends to use prudent levels of debt to

fund capital programs based on the expected operating environment It also intends to access equity markets to fund

opportunities however the ability to access these markets will be determined by many factors many of which will be

beyond the control of the Company



Recent market events and conditions including disruptions in the international credit markets and other financial

systems
and the deterioration of global economic conditions have caused significant volatility to commodity prices

These conditions worsened in 2008 and are continuing in 2009 causing loss of confidence in the broader U.S

and global credit and financial markets and resulting in the collapse of and government
intervention in major banks

financial institutions and insurers and creating climate of greater volatility
less liquidity widening of credit spreads

lack of price transparency increased credit losses and tighter credit conditions Notwithstanding various actions by

governments concerns about the general condition of the capital markets financial instruments banks investment

banks insurers and other financial institutions caused the broader credit markets to further deteriorate and stock

markets to decline substantially These factors have negatively impacted company valuations and will impact the

performance
of the global economy going forward

Petroleum prices are expected to remain volatile for the near future as result of market uncertainties over the supply

and the demand of these commodities due to the current state of the world economies OPEC actions and the ongoing

credit and liquidity
concerns Volatile oil and natural gas prices make it difficult to estimate the value of producing

properties
for acquisition

and often cause disruption in the market for oil and natural gas producing properties as

buyers and sellers have difficulty agreeing on such value Price volatility also makes it difficult to budget for and project

the return on acquisitions and development and exploitation projects

In addition bank borrowings available to the Company may in part be determined by the Companys borrowing base

sustained material decline in prices from historical average prices could reduce the Companys borrowing base

therefore reducing the bank credit available to the Company which could require that portion or all
of the Companys

bank debt be repaid In the current economic climate including the recent deterioration in commodity prices the

Companys ability
to access both credit and equity markets may be compromised or prohibited as many credit lenders

and equity investors are restricting funds available to companies like Rock and as result Rock may have to alter its

future spending plans

Rock is subject to various regulatory risks principally environmental in nature The Company has put in place corporate

safety program and site-specific emergency response program to help manage these risks The Company hires

third-party consultants to help develop and manage these programs and help Rock comply with current environmental

legislation Increased public and political concern regarding climate change issues will
likely

result in increased regulation

regarding
emissions standards Given that the Company produces hydrocarbons

such regulation could cause Rock to

alter the way it operates
and also result in additional costs and taxes associated with climate change regulation which

could have material effect on the Company
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All phases of the oil and natural
gas business present environmental risks and hazards and are subject to environmental

regulation pursuant to variety of federal provincial and local laws and regulations Compliance with such legislation

can require significant expenditures and breach may result in the imposition of fines and penalties some of which may
be material Environmental legislation is evolving in manner expected to result in stricter standards and enforcement

larger fines and
liability and potentially increased capital expenditures and operating costs In 2002 the Government of

Canada ratified the Kyoto Protocol the Protocol which calls for Canada to reduce its greenhouse gas emissions to

percent below 1990 emission levels The federal government has introduced legislation aimed at reducing greenhouse

gas emissions using an intensity based approach the specifics of which have yet to be determined Bill C-288 which

is intended to ensure that Canada meets its global climate change obligations under the Kyoto Protocol was passed by
the House of Commons on February 14 2007 There hasbeen much public debate with respect to Canadas ability to

meet these targets and the federal governments strategy or alternative strategies with respect to climate change and

the control of greenhouse gases Implementation of strategies for reducing greenhouse gases whether to meet the

limits required by the Protocol or as otherwise determined could have material impact on the nature of oil and natural

gas operations including those of the Company

In Alberta the reduction emission guidelines outlined the Climate Change and Emissions Management Amendment Act

the Act came into effect July 2007 Alberta facilities emitting more than 100000 tonnes of greenhouse gases

year must reduce their emissions intensity by 12 percent Industries have three options to choose from in order to meet

the reduction requirements outlined in the Act and these are by making improvement to operations that result in

reductions by purchasing emission credits from other sectors or facilities that have emissions below the 100000
tonne threshold and are voluntarily reducing their emissions or by contributing to the Climate Change and Emissions

Management Fund Pursuant to the Act March 31 2008 was the deadline for industries to choose one of these options

or combination thereof On April 26 2007 the federal government released its Action Plan to Reduce Greenhouse

Gases and Air Pollution the Action Plan also known as ecoACTION which includes the Regulatory Framework for

Air Emissions This Action Plan covers not only large industry but regulates the fuel efficiency of vehicles and the

strengthening of
energy standards for number of energy-using products

On January 24 2008 the Alberta government announced its plan to reduce projected emissions in the province by 50

percent by 2050 This will result in real reductions of 14 percent below 2005 levels The Alberta government stated

it would form government-industry council to determine go-forward plan for implementing technologies which will

significantly reduce greenhouse gas emissions by capturing air emissions from industrial sources and locking them

permanently underground in deep rock formations carbon capture In addition the plan calls for
energy conservation

by individuals and for increased investment in clean energy technologies and incentives for expanding the use of

renewable and alternative energy sources such as bioenergy wind solar hydrogen and geothermal Initiatives under

this theme will account for percent of Albertas reductions

On January31 2008 the Government of Canada and the Province of Alberta released the final report of the Canada
Alberta ecoENERGY Carbon Capture and Storage Task Force which recommends among others incorporating

carbon capture and storage into Canadas clean air regulations ii allocating new funding into projects through

competitive process and iii targeting research to lower the cost of technology



On March 10 2008 the Government of Canada released Turning the Corner Taking Action to Fight Climate Change

which provides some additional guidance
with respect to the Government of Canadas plan to reduce greenhouse

gas emissions by 20 percent by 2020 and by 60 percent to 70 percent by 2050 The updated action plan is primarily

directed towards industrial emissions from certain specified
industries including the oil sands oil and natural gas and

refining industries The updated
action plan is intended to force industry to reduce greenhouse gas emissions and to

create carbon emissions trading market including an offset system to provide incentive to reduce greenhouse gas

emission and establish market price
for carbon The updated action plan provides

for mandatory reductions of

18 percent
from the 2006 baseline starting in 2010 and by an addition percent

in subsequent years for existing

facilities ii new facilities built between 2004 and 2011 will have mandatory emissions standards based upon clean

fuel standards gas with percent
reduction below the third years intensity levels and iii oil sands plants built in

2012 and later which use heavier hydrocarbons
and upgraders and in situ production

will have mandatory standards in

2018 based on carbon capture and storage or other green technologies intensity For the upstream oil and natural gas

industry the updated action plan also provides for company threshold of 10000 boe per day and facility
threshold of

3000 tonnes of CO2

Given the evolving nature of the debate related to climate change and the control of greenhouse gases
and resulting

requirements it is not possible to predict the impact of those requirements on the Company and its operations
and

financial condition

ADDITIIONAL INFORMADON

Further information regarding the Company including the Companys Annual Information Form can be accessed under

the Companys public filings
found on SEDAR at www.sedar.com Information can also be obtained by contacting

Rock Energy Inc Suite 800 607 8th Avenue SW Calgary Alberta T2F 0A7
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TO THE SHAREHOLDERS OF ROCK ENERGY INC
The consolidated financial statements of Rock Energy Inc were prepared by management in accordance with

appropriately selected generally accepted accounting principles in Canada Management has used estimates and
careful judgement particularly in those circumstances where transactions affecting current periods are dependent on
information not known until future period The financial and operational information contained in this annual report is

consistent with that reported in the financial statements

Management is responsible for the integrity of the financial and operational information contained in this report

The Company has designed and maintains internal controls to provide reasonable assurance that assets are

properly safeguarded and that the financial records are well maintained and provide relevant timely and reliable

information to management The consolidated financial statements have been prepared within reasonable limits of

materiality and within the framework of the significant accounting policies summarized in the notes to the consolidated

financial statements

External auditors appointed by the shareholders have conducted an independent examination of the
corporate and

accounting records in order to express their opinion on the consolidated financial statements The Audit Committee has
met with the external auditors and management in order to determine if management has fulfilled its responsibilities

in the preparation of the consolidated financial statements The Board of Directors has approved the consolidated

financial statements on the recommendation of the Audit Committee

signed Allen Bey signed Peter Scott

Allen Bey Peter Scott

President and Chief Executive Officer Vice President Finance and Chief Financial Officer

March 2009



We have audited the consolidated balance sheets of Rock Energy Inc as at December 31 2008 and 2007 and the

consolidated statements of income comprehensive
income and retained earnings and cash flows for the years

then

ended These financial statements are the responsibility of the Companys management Our responsibility is to express

an opinion on these financial statements based on our audits

We conducted our audits in accordance with Canadian generally accepted auditing standards Those standards require

that we plan and perform an audit to obtain reasonable assurance whether the financial statements are free of material

misstatement An audit includes examining on test basis evidence supporting
the amounts and disclosures in the

financial statements An audit also includes assessing the accounting principles used and significant estimates made

by management as well as evaluating the overall financial statement presentation

In our opinion these consolidated financial statements present fairly
in all material respects the financial position of the

Company as at December 31 2008 and 2007 and the results of its operations and its cash flows for the years
then

ended in accordance with Canadian generally accepted accounting principles

signed KPMG LLP

KPMG LLP

Chartered Accountants

Calgary Canada

March 12 2009
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000s dollsrs As st December31 2008 December 2007

Assets

Current assets

Accounts receivable 11896 8473

Prepaid expenses 908 1383

12804 9856

Property plant and equipment note 137706 114891

Goodwill note 5748

150510 130495

Liabilities and Shareholders Equity

Current liabilities

Accounts payable and accrued liabilities 17251 1523

Bank debt note 34175 27405

51426 38928

Future tax
liability note 12 5565 1533

Asset retirement obligation note 4497 3840

Shareholders equity

Share capital note 10 81600 81600

Contributed surplus note 3458 2521

Retained earnings 3964 2073

89022 86194

Commitments note 13

150510 130495

See accompanying notes to consolidated tinancial statements

Approved by the Board

signed James Wilson signed Allen Bey

James Wilson Allen Bey

Director Director



000s of dollars except per share amounts Years ended December31 2008 December31 2007

Revenues

138 79

63182 29086

Expenses

General and administrative 3236 2739

Operating 17361 9925

Interest 1565 1157

Stock-based compensation note 1158 931

Goodwill impairment note 5748

Depletion depreciation and accretion 28109 14143

57177 28895

Income before taxes 6005 191

Taxes

Provincial capital taxes note 12 179 76

Future income taxes reduction note 12 3935 446

Net income and comprehensive income for the year 1891 561

Retained earnings beginning of year 2073 1512

Retained earnings end of year 3964 2073

Diluted and basic net income per share note 10 0.07 0.03

See accompanying notes to consolidated financial statements
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Oil and natural gas

Royalties

Other income

80138

17094

36042

7035



000s of dollars Years ended December31 2008 December31 2007

Cash provided by used in

Operating

Net income for the year 1891 561

Asset retirement expenditures 94
Add Non-cash items

Depletion depreciation and accretion 28109 14143

Goodwill impairment 5748

Stock-based compensation 1158 931

Future income taxes reduction 3935 446

40747 15189

Changes in non-cash working capital 843 1035

41590 14154

Financing

Issuance of common shares 81 12456

Bank debt 6770 09 03

Repurchase of stock options 205 51

6646 23308

Investing

Property plant and equipment 51414 25575

Acquisition of property plant and equipment note 12644

Disposition of property plant and equipment 1243

Changes in non-cash working capital 1935 757

48236 37462

Change in cash

Cash beginning of year

Cash end of year

Interest and taxes paid and received

Interest paid 1565 1190

Interest received 34

Taxes paid 92 142

See accompanying notes to consolidated financial statements
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Rock Energy Inc the Company or Rock is actively engaged in the exploration production and development of oil

and natural gas in Western Canada

The consolidated financial statements of Rock are stated in Canadian dollars and have been prepared in accordance

with Canadian generalty accepted accounting principles GAAP

The preparation of financial statements in conformity with GAAP requires management to make estimates and

assumptions that affect the reported amount of assets and liabilities and disclosure of contingent assets and liabilities

at the date of the financial statements and the reported amounts of revenues and
expenses during the period Actual

results could differ from those estimates

CONSOLIDATION

These consolidated financial statements include the accounts of Rock Energy Inc and its wholly owned subsidiaries

Rock Energy Ltd and Rock Energy Production Partnership All inter-company transactions and balances have been

eliminated upon consolidation

CASH

Cash and cash equivalents are comprised of cash and short-term investments with an original maturity date of three

months or less

JOINT OPERATIONS

substantial portion of the Companys oil and natural gas exploration and development activities is conducted jointly

with others and accordingly these consolidated financial statements reflect only the Companys proportionate interest

in such activities

PROPERTY PLANT AND EQUIPMENT

Capitalized costs The Company follows the full cost method of accounting for its oil and natural gas operations

whereby all costs related to the acquisition exploration and development of petroleum and natural gas reserves are

capitalized Such costs include lease acquisition costs geological and geophysical costs carrying charges on non

producing properties costs of
drilling

both productive and non-productive wells the cost of petroleum and natural gas

production equipment and overhead charges directly related to exploration and development activities Proceeds from

the sale of oil and natural gas properties are applied against capital costs with no gain or loss recognized unless such

sale would change the rate of depletion and depreciation by 20 percent or more in which case gain or loss would

be recorded

55

Years ended December 31 2008 and 2007



Depletion depreciation and amortization The capitalized costs are depleted and depreciated using the

unit-of-production method based on proved petroleum and natural gas reserves before royalties as determined by

independent consulting engineers Oil and natural gas liquids reserves and production are converted into equivalent units

of natural gas based on relative energy content Office furniture and equipment are recorded at cost and depreciated

on declining balance basis using rate of 20 percent The cost of acquiring and evaluating unproved properties

is initially excluded from the depletion calculation These properties are assessed periodically for impairment When

proved reserves are assigned or the property is considered to be impaired the cost of the property or the amount of the

impairment is added to the costs subject to depletion

Ceiling test Rock calculates its ceiling test by comparing the carrying amount of oil and natural
gas properties and

production equipment to the sum of undiscounted cash flows from proved reserves If the carrying amount is not
fully

recoverable the amount of impairment is measured by comparing the carrying amount of property and equipment to

the estimated net present value of future cash flows from proved plus probable reserves using risk-free interest rate

and expected future prices and the lower of cost less impairment and market value of unproved properties Any excess

carrying amount above the net present value of the future cash flows is recorded as permanent impairment

Asset retirement obligations The Company records the fair value of an asset retirement obligation ARO as liability in

the period in which it incurs legal obligation to restore an oil and natural gas property typically when well is drilled or

other equipment is put in place The associated asset retirement costs are capitalized as part of the carrying amount of

the related asset and depleted on unit-of-production method over the life of the proved reserves Subsequent to initial

measurement of the obligations the obligations are adjusted at the end of each reporting period to reflect the passage

of time and changes in estimated future cash flows underlyin9 the obligation Actual costs incurred on settlement of the

ARO are charged against the ARO to the extent incurred with any remainder recorded to earnings as gain or loss

INCOME TAXES

Income taxes are calculated using the asset and liability method of tax accounting Temporary differences arising from

the difference between the tax basis of an asset or liability
and its carrying amount on the balance sheet are used to

calculate future income tax assets and liabilities Future income tax assets and liabilities are calculated using tax rates

anticipated to apply in the periods when the temporary differences are expected to reverse valuation allowance is

recorded against any future income tax assets if it is more likely
than not that the asset will not be realized

FLOW-THROUGH SHARES

The resource expenditure deductions for income tax purposes related to exploratory and development activities funded

by flow-through share arrangements are renounced to investors in accordance with income tax legislation Future tax

liabilities and share capital are adjusted by the estimated cost of the renounced tax deduction when the expenses are

renounced

STOCK-BASED COMPENSATION

The Company grants options to purchase common shares to employees and directors under its stock option plan

Awards are accounted for using the fair value of accounting for stock-based compensation Under the fair value

method an estimate of the value of the option is determined at the time of grant using the Black-Scholes option pricing

model The fair value of the option is recognized as an expense and contributed surplus over the vested life of the

option Upon the exercise of stock options the consideration paid together with the amount previously recognized in

contributed surplus is recorded as an increase to share capital
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REVENUE RECOGNITION

Revenue from the sale of oil and natural gas is recognized based on volumes delivered to customers at contractual

delivery points and rates

MEASUREMENT UNCERTAINTY

The amounts recorded for depletion and depreciation of property plant and equipment the provision for asset

retirement obligations the amounts used for ceiling test calculations and fair value of identifiable assets for goodwill

impairment are based on estimates of reserves and future costs The Companys reserve estimates are reviewed

annually by an independent engineering firm The amounts disclosed relating to fair values of stock options issued

are based on estimates of future
volatility

of the Companys share price expected lives of options and other relevant

assumptions By their nature these estimates are subject to measurement uncertainty and the impact on the

consolidated financial statements of changes in such estimates in future periods could be material

PER SHARE AMOUNTS

Basic per share amounts are calculated using the weighted average number of shares outstanding during the year

Diluted per share amounts are calculated based on the treasury stock method whereby the weighted average number

of shares is adjusted for the dilutive effect of options The treasury stock method assumes that any proceeds received

upon the exercise of stock options would be used to purchase common shares at the estimated average market price

of the common shares during the period Anti-dilutive instruments are not included in the calculation

FINANCIAL INSTRUMENTS

On January 2008 the Company adopted the new standards relating to Financial Instruments Disclosures and

Financial Instruments Presentationç which replaced the previous standard Financial Instruments Disclosure and

Presentation The new disclosure standard outlines the disclosure requirements for financial instruments and non

financial derivatives The guidance prescribes an increased importance on risk disclosures associated with recognized

and unrecognized financial instruments and how such risks are managed Specifically it requires disclosure of the

significance of financial instruments for companys financial position In addition the guidance outlines revised

requirements for the disclosure of qualitative and quantitative information regarding exposure to risks arising from

financial instruments The new presentation standard requirements are relatively unchanged from the previous

presentation requirements

CAPITAL DISCLOSURES

On January 2008 the Company adopted the new standards for Capital Disclosures requiring disclosures regarding

the Companys objectives policies and processes for managing capital These disclosures include description of

what the Company manages as capital the nature of externally imposed capital requirements how the requirements

are incorporated into the Companys management of capital whether the requirements have been complied with or

consequences of non-compliance and an explanation of ho the Company is meeting its objectives for managing

capital In addition quantitative data about capital and whether the Company has complied with all capital requirements

are also required see note
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GOODWILL

As of January 2009 the Company will be required to adopt new standards for Goodwill and Intangible Assets which

defines the criteria for the recognition of intangible assets Items that no longer meet the definition of an asset are no

longer recognized with assets The Company does not expect the adoption of this standard will have any impact on the

financial statements

INTERNATIONAL REPORTING STANDARDS

In 2008 the CICA Accounting Standards Board confirmed the changeover to IFRS from Canadian GAAP will be

required for publicly accountable enterprises effective for interim and annual financial statements relating to fiscal years

beginning on or after January 2011 The eventual changeover to IFRS represents changes due to new accounting

standards The Company continues to monitor and assess the impact of the convergence of Canadian GAAP and IFRS

but has not at this time made any determination on the impact on the Companys financial statements

BUSINESS COMBINATIONS

In January 2009 the CICA issued new standards for Business Combinations This standard is effective

January 2011 and applies prospectively to business combinations for which the acquisition date is on or after the

first annual reporting period beginning on or after January 2011 for the Company Early adoption is permitted

This standard replaces Business Combination and harmonizes the Canadian standards with IFRS This standard was

amended to require additional use of fair value measurements recognition of additional assets and liabilities and

increased disclosure Adopting this standard is expected to have significant impact on the way the Company accounts

for future business combinations

On September 28 2007 the Company purchased private company by way of plan of arrangement for cash and

shares of the Company The acquisition has been accounted for using the purchase method and the results of operations

for the transaction are included in the financial statements beginning in the fourth quarter of 2007

The purchase price equation is as follows

$000

Property plant and equipment 28127

Bank debt 5537

Working capital deficiency 330

Asset retirement obligation 761

Future income tax asset 2963

24462

Consideration provided

Cash from private placement 12144

Common shares 3143167 issued 11818

Transaction costs 500

24462
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$000 December 31 2008 December 31 2007

Petroleum and natural gas properties 200994 150408

Other assets 1432 1354

202426 151762

Accumulated depletion and depreciation 64720 3687

137706 114891

At December 31 2008 the depletable base for the petroleum and natural gas properties included $11704

December 31 2007 $1 4404 of future capital costs and excluded $15425 December 31 2007 $13380 of

unproved property costs

During the year ended December31 2008 $1592 year ended December31 2007 $2004 of administrative costs

relating to exploration and development activities were capitalized as part of property plant and equipment

At December 31 2008 the Company applied the ceiling test calculation to its petroleum and natural gas properties

using expected future market prices These expected future market prices were forecast by the Companys independent

reserve evaluators and then adjusted for commodity price differentials specific to the Companys production The

following table exhibits the benchmark prices used in the ceiling test

Oil Oil Natural Gas Heavy Oil

WTI Cushing Edmonton AECO-C at Hardisty Currency

Oklahoma Par 40 API Spot Price 12 API Exchange Rate

US$/bbl CDN$/bbl CDN$/mmbtu CDN$/bbl US$/CDN$

2009 57.50 68.61 7.58 43.10 0.825

2010 68.00 78.94 7.94 49.76 0.850

2011 74.00 83.54 8.34 54.35 0.875

2012 85.00 90.92 8.70 59.23 0.925

2013 92.01 95.91 8.95 62.54 0.950

2014 93.85 97.84 9.14 63.82 0.950

2015 95.73 99.82 9.34 6513 0.950

2016 97.64 101.83 9.54 6646 0.950

2017 99.59 103.89 9.75 67.83 0.950

2018 101.59 105.99 9.95 69.22 0.950

Thereafter escalation 2.0%/yr 2.0%/yr 2.0%/yr 2.0%/yr 0.950

Goodwill of $5748 was written off due to the application of market based impairment test as at September 30 2008

The Company does not have any impairment related to its property plant and equipment
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COMMODITY PRICE RISK

Due to the volatile nature of commodity prices the Company is potentially exposed to adverse consequences if

commodity prices decline However if commodity prices are hedged potential upside gains may also be forfeited

As of December 31 2008 the Company did not have any commodity price contracts $1.00 per barrel change in

the price the Company would have received for its oil and natural gas liquids production is estimated to result in

$352 change in net income for 2008 $0.25 per mcf change in the price the Company would have received for its

natural gas production is estimated to result in $500 change in net income for 2008

FOREIGN CURRENCY EXCHANGE RISK

The Company is exposed to foreign currency fluctuations as crude oil and natural gas prices received are referenced

in U.S dollar denominated prices As of December 31 2008 the Company did not have any foreign currency exchange

contracts in place $0.01 change in the Canadian dollar/U.S dollar exchange rate is estimated to result in $535

change in net income for 2008

CREDIT RISK

Substantially all of the accounts receivable are with customers joint interest partners and oil and natural gas marketers

and are subject to normal industry credit risks Receivables from customers and joint interest partners are generally

collected ithin one to three months The Company attempts to mitigate this risk by entering into transactions with long

standing and reputable organizations and by obtaining partner approval of significant capital expenditures and payment

of cash advances wherever possible Further risk exists with joint interest partners as disagreements occasionally arise

and may increase the potential for non-collection Receivables related to oil and natural gas marketers are normally

collected on the 25th day of the month following production To mitigate the risk on these receivables the Company

will predominately establish relationships with large marketers who have strong credit ratings and solid reputations

Historically the Company has not experienced any issues in collecting from its oil and natural gas marketers As

at December 31 2008 the Companys receivables consisted of $7966 December 31 2007 $4132 from joint

interest partners $3397 December 31 2007 $3228 from oil and gas marketers and $533 Decembe 31 2007

$1113 of other trade receivables

FAIR VALUE OF FINANCIAL INSTRUMENTS

The Companys exposure under its financial instruments is limited to financial assets and liabilities all of which are

included in these financial statements The fair values of the financial assets and liabilities included in the balance sheet

approximate their carrying amounts

INTEREST RATE RISK

The Company is exposed to interest rate risk to the extent that bank debt is at floating or short term rate of interest

The Company does not have any financial or interest rate contracts in place as of December 31 2008 percent

change to the floating or short term interest rates is estimated to result in $218 change in net income for 2008
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BANK DB
At December 31 2008 the Company had demand operating facility with Canadian chartered bank subject to the

banks valuation of the Companys oil and natural gas properties The limit under the facility at December31 2008 was

$51 million The facility is secured by first ranking floating charge on all real property of the Company its subsidiary

and partnership and general security agreement The facility bears interest at the banks prime rate or at prevailing

bankers acceptance rate plus an applicable bank fee which varies depending on the Companys debt-to-funds from

operations ratio The
facility

also bears tandby charge for un-drawn amounts The next review is to be completed

before April 30 2009

The Companys asset retirement obligations result from net ownership interests in petroleum and natural gas assets

including well sites gathering systems and processing facilities The Company estimates the total undiscounted

amount of cash flows required to settle its asset retirement obligations at December 31 2008 was approximately

$7716 December 31 2007 $6474 which will be incurred between 2009 and 2020 credit-adjusted

risk-free rate of percent and an annual inflation rate of 1.5 percent were used to calculate the future asset

retirement obligation

December 31 2008 December 31 2007

Balance beginning of year 3840 2094

Liabilities incurred/acquired 549 1592

Dispositions 58
Accretion 260 54

Actual retirement costs 94

Balance end of year 4497 3840

SHARE CAPITAL

AUTHORIZED

Unlimited number of voting common shares without stated par value

300000 preference shares without stated par value
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COMMON SHARES ISSUED

Common Shares of Rock

Issued and outstanding as at December 31 2006

Issued for flow-through shares

Issued in private placement

Issued for property acquisitions

Issued for flow-through shares ii

Issued and outstanding as at December 31 2007

Future tax effect of flow-through share renouncements ii

Issued on exercise of stock options 13334 59

Issued for flow-through shares 8867 39

Issued and outstanding as at December 31 2008 25899843 81600

In accordance with the Companys stock option plan sorhe options were exercised in exchange for flow-through shares of

the Company

The Company issued flow-through shares to new management appointees By February 29 2008 all of the renouncements

were made

STOCK OPTIONS

The Company has stock option plan under which it may grant options to directors officers and employees for the

purchase of up to 10 percent of the issued and outstanding common shares of the Company Options are granted at the

discretion of the Board of Directors The exercise price vesting period and expiration period are also fixed at the time

of grant at the discretion of the Board of Directors The majority of options vest yearly in one-third tranches beginning

on the first anniversary of the grant date and expire one year after vesting Options expiring are usually replaced

with another grant that vests in twoyears and expires in three years At the Corripanys discretion the options can be

exercised for cash The following table summarizes the status of the Companys stock option plan as at December31

2007 and December31 2006 and changes during the year ended on those dates

December3l2008 December3l2007

Weighted Average Weighted Average

Options Exercise Price Options Exercise Price

Outstanding beginning of year 2307822 3.42 1767277 4.19

Granted 444532 2.92 1258366 2.79

Exercised 198240ii 3.26 82485i 3.49

Forfeited 423328 3.28 286890 4.23

Expired 386582 4.61 348446 4.36

Outstanding end of year 1744204 3.09 2307822 3.42

Options were put back to the Company for in-the-money gain

184906 options were put back to the Company for in-the-money gain

Number

19637321

10007

2998623

3143167

88524

25877642

Amount $000

57326

42

12144

11818

270

81600
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Options outstanding and exercisable under the stock option plan are summarized below as at December 31 2008

Outstanding Options Exercisable Options

Number of Weighted Average Weighted Average Number of Weighted Average

Options Exercise Price Years to Expiry Options Exercise Price

$1.37 $2.04 112000 1.62 2.88

$2.25 $3.32 1278207 2.82 1.85 322389 2.72

$3.41 $5.11 353997 4.52 1.13 202331 4.86

1744204 3.09 1.79 524720 3.54

PER SHARE AMOUNTS

The weighted average number of common shares outstanding during the year ended December 312008 of 25885309

year ended December31 2007 21238886 was used to calculate per share amounts To calculate diluted common

shares outstanding the treasury method was used Under this method in-the-money options are assumed exercised

and the proceeds used to repurchase shares at the year-end date of December 31 2008 As at December 31 2008

an additional 37714 December 31 2007 nil common shares were used to calculate diluted earnings per share

Options granted to employees and non-employees after March 31 2003 are accounted for using the fair value method

The fair value of common share options granted for the year ended December 31 2008 was estimated to be $616

year ended December 31 2007 $1434 as at the grant date using the Black-Scholes option pricing model and the

following assumptions

Risk-free interest rate 4.00% 5.25%

Expected life Three-year average

Expected volatility 65% 85%

Expected dividend
yield 0%

Contributed surplus

December 312008 December 312007

Balance beginning of year 2521 1641

Stock-based compensation expense 1158 931

Net benefit on options exercised

Balance end of year

221 51
3458 2521

The benefit of
options

exercised recorded as reduction of contributed surplus and an increase to share capital
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The provision for income taxes varies from the amount that would be computed by applying the expected tax rate

to income before taxes The expected tax rate used was 29.8 percent December 31 2007 32.40 percent The

principal reasons for differences between such expected income tax expense and the amount actually recorded are

as follows

December 31 2008 December 31 2007

Income before taxes 6005 191

Statutory income tax rate 29.8% 32.4%

Expected income taxes 1789 62

Add deduct

Stock-based compensation 345 302

Change in enacted rates 38 365

Other 72 375

Goodwill impairment 1714

Change in valuation allowance 23 70
Future income taxes reduction 3935 446

Capital tax 179 76

Provision for recovery of income taxes 4114 370

Future income tax assets or liabilities recognized on the consolidated balance sheets are comprised of temporary

differences The after-tax effect of these temporary differences is summarized as follows

December31 2008 December 31 2007

Loss carry-forwards 3485 4587

Property plant and equipment 60 2070

Deferral of partnership earnings 9810 4808

Share issuance costs 231 331

Asset retirement obligation 1214 1075

Calculated future income tax liability 4940 885

Valuation allowance 625 648

Future income taxes liability 5565 1533

At December 31 2008 Rock and its subsidiaries had tax pools totalling $148.6 million prior to the allocation of

deferred partnership income and $114.8 million after the allocation of deferred partnership income The non-capital

losses prior to the allocation of deferred partnership income expire as follows

2014 1320

2015 1031

2026 6695

2027 1893

10939
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1$ COMMTMENT

Obligations with fixed term are as follows

2009 2010 2011 2012 2013

Lease of office premises
828 828 828 552

Processing arrangements 360 288 238 159

In order to continue the Companys future exploration and development program the Company must maintain strong

capital base strong capital base results in increased market confidence an essential factor in maintaining existing

shareholders and in attracting new investors The Companys commitment is to establish and maintain strong capital

base to enable the Company to access the equity and debt markets when deemed advisable In order to maintain

strong capital base the Company continually monitors the risk reward profile of its exploration and development

projects and the economic indicators in the market including commodity prices interest rates and foreign exchange

rates It then determines increases or decreases to its capital budget

The Company considers shareholders equity bank debt and working capital as components of its capital base The

Company can access or increase capital through the issuance of shares through bank borrowings that are based on

reserves and by building cash reserves by reducing its capital expenditure program The components of the Companys

capital base at December 31 2008 and 2007 is presented below

December31 2008 December31 2007

Shareholders equity 89022 86194

Bank debt 34175 27405

Working capital deficiency excluding bank debt 4447 1667

The Company monitors its capital structure based primarily on its debt-to-annualized funds flow ratio Debt includes bank

debt plus or minus working capital Annualized funds flow is calculated as funds flow from operations before changes

in non-cash working capital from the Companys most recent quarter multiplied by four The Companys strategy is to

maintain this ratio at less than 1.51 This ratio may increase on cyclical basis depending on the timing and nature of

the Companys activities and commodity price fluctuations To facilitate the management and control of this ratio the

Company prepares an annual operating and capital expenditure budget The budget is updated when critical factors

change These factors include economic factors such as the state of equity markets changes to commodity prices

interest rates and foreign exchange rates and non economic factors such as the Companys drilling results and its

production profile The Companys Board of Directors approves the budget and material changes thereto

i/AP
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At December 31 2008 the Companys debt to funds flow ratio was 1.751 compared to 0.61 at the end of the

second and third quarters and 1.31 at the end of the first quarter of 2008 The ratio is generally higher at the end of

the first and third quarters which tend to be high capital expenditure quarters the first quarter due to winter access

only operations and the third quarter due to post spring break-up activities The second quarter is typically low

capital expenditure quarter due to spring break-up curtailing operations The increased activity levels usually result in

the Company carrying higher debt load at the end of the first and third quarters depending on actual commodity

prices The production additions from activities usually occur in the quarter following the operation and are expected

to contribute to increased funds flow subject to prevailing commodity prices The ratio has increased at the end of the

fourth quarter and is above the Companys target primarily due to significant decline in commodity prices Based on

the Companys current projections the Company plans on paying down debt but this ratio is expected to be above the

target level for all of 2009 but is not expected to breach any debt covenants

The Companys share capital is not subject to external restrictions but the Company does have financial covenants in

regards to its operating bank facility The facility requires that the Company maintain working capital ratio of not less

than 11 The calculation allows for the unused portion of the credit
facility

to be added to current assets and deduction

of the current portion of bank debt from the current liabilities The Company would be considered in breach of its

agreement if the working capital ratio was not maintained unless consented to by the lender in which case the bank

may demand repayment of the loan
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Per share

Net income 000

Per boe 61
Per share

expense per bce 61
Operating expense $/boe

Royalty expense $/boe

Royalty percentage

Field netback $/boe

Capital expenditures 000

VINANCtAL 2008 2007 2006 2005 2004

Fundsfrom operations 11000 40747 15189 13867 11433 1218

Perboe61 32.40 18fl3 ian 27.92 1839

1.57 0.72 oil 014 0.14

1891 561 884 1510 571

1.50 010 1.15 3.69 862

0.07 0.03 0.05 0.10 0.06

2.57 3.41 2.97 3.44 14.48

13.81 12.37 12.08 11.59 7.96

13.59 8.77 8.98 12.28 9.89

21.3% 19.5% 20.8% 22.0% 23.0%

36.33 23.79 22.21 31.98 25.16

51415 25575 32878 23644 6252

CIPERAT1OvS 2008 2007 2006 2005 20042

Production

Gas mcf/d 10048 4261

BOE boe/d 3436 2198

Avg basic shares outstanding 25.89 21.24

Production/Avg mm basic shares 132.8 103.5

Field Price Realizations

Heavy oil $/bbl 71.58 41.18 38.35 27.44 N.A

Light and medium oil $/bbl 95.86 70.69 64.46 64.95 46.42

NGL$/bbl 74.15 60.00 61.35 56.19 4136

Gas $/mcf 8.72 6.96 7.07 10.22 6.72

BOE $/boe 63.73 44.93 43.27 55.85 43.02

Funds from operations and funds from operations per bee and per share are not terms under
generally accepted accounting principles

GAAP and represent cash generated from operating activities before changes in non-cash working capital Rock considers these

are key measures as they demonstrate the Companys ability to generate the cash necessary to fund future growth through capital

investment Funds from operations may not be comparable with the calculation of similar measures for other companies Funds from

operations per share is calculated using the same share basis which is used in the determination of net income/loss
per

share

Escludes
acquisitions

end
dispositions activity

Heavy elI bbl/d

Light and medium oil bbl/d

NGL bbl/d

1329

193

239

1194

215

79

792

179

57

6421

2098

19.64

106.8

187

133

56

4476

1122

15.44

72.7

77

17

520

181

9.05

20.0

OJAIi
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ANNUAL GENERAL AND SPECIAL MEETING

Rock Energy lncs Annual General Meeting of Shareholders will be held at The Metropolitan Conference Center Royal Room 333 4th

Avenue SW Calgary Alberta on Wednesday May 13th 2009 at 1000 am M.D.T All shareholders are invited to attend Those unable to

do so are requested to sign and return the form of proxy mailed with this report to ensure representation
at the meeting

ABBREVIATIONS

-c
UJ

-c

-m

bbl barrels mboe thousand barrels of oil equivalent

bcf billion cubic feet mboe/day thousand barrels of oil equivalent per day

boe barrels of oil equivalent mcf thousand cubic feet

bps basis points mmcf million cubic feet

CDOR Certificate of Deposit Offered Rate mmbbls million barrels

GJ gigajoule mrnboe million barrels of oil equivalent

hectare hectare is equal to 2.47 acres NGL natural gas liquids

km kilometre WTI West Texas Intermediate

rnbbls thousand barrels
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